loy- 
1ent 
ton, 


ely 


un 


but 


ity 


er’s 
del, 
tory 
No. 











re 











THE SOCIETY FOR THE 
ADVANCEMENT OF MANAGEMENT 
JOURNAL * 


Published by The Society for the Advancement of 
Management, Inc., at 


Engineering Societies Building 
29 West Thirty-Ninth St., New York, N. Y. 


The Journal of The Society for the Advancement of Manage- 
ment is included in the indexing of the Industrial Arts Index 
which is obtainable at Public Libraries. 

The reprint of extracts up to 50 per cent of the whole of any 
article herein is authorized, provided the source is mentioned. 
In return the Society appreciates complimentary copies of the 
publications containing such reprints. Permission to reprint 
more than 50 per cent must be arranged through the office of 
the Society. 

Published every other month. Per year to Members $2.50; to 
others $6.00. This issue $1.00. 


Entered as second-class matter at the Post Office at New York, N. Y., 
under the Act of March 3, 1879. 


* Formerly the BULLETIN OF THE TAYLOR SOCIETY AND OF THE SOCIETY 
OF INDUSTRIAL ENGINEERS 











Vol. III JULY-SEPTEMBER, 1938 No. 4 
Contents 
Commemt.. ..:+.2-«s«s««s.« FH 


Some Aspects of the Rationalization of 
Production and Distribution, Based on 
Swedish Experience. . . . . .. 118 

By Mauritz Bonow 


Economic Planning and the Competitive 
re 
By H. S. Person 


A New Approach to Industrial Relations 130 
By Paul Mooney 


Notes on Governmental and Industrial 
Administration ina Democracy . . . 139 
By Morris Llewellyn Cooke 


A Letter on Measured Day Work. . . 143 
By Rudolph F. Wasvary 


Professional Consciousness in Manage- 
Res. << + es hee et ee Se eo 
By William H. Gesell 


a 














Comment 


VIDENCE that Sweden’s “Middle Way” is not 

yet a perfect way in point of production and 

distribution techniques is interestingly supplied 

in the article by Mr. Bonow which we are fortunate to 

be able to publish in this issue. His discussion of the 

application of rationalization, or scientific management, 

in the distributive field is an important indication both 

of how far-flung the influence of F. W. Taylor has 

become and of the widespread recognition of the weak- 
nesses of present-day distribution. 


* * * * * 


Dr. Person, more than any other student who has 
concentrated attention upon the concept of economic 
planning, seems to be able to restrain himself from 
flights of fancy and to insist with patient educational 
effectiveness upon the ways in which a planning ap- 
proach can be immediately made use of in the gradual 
extension of the scientific outlook over the whole field 
of our complicated productive mechanism. He is in 
this field the most truly realistic and incisive of Ameri- 
can thinkers. Perhaps the next step beyond the posi- 
tion for which he has so clearly and thoughtfully stood 
is the effort which he and others could usefully make 
to indicate the necessarily increasing synthesis to be 
achieved between the trends in economic planning and 
in regional planning as they have thus far developed. 
Both of these concepts have now reached a stature and 
a definiteness of content to a degree which seems to 
indicate that until they become interpenetrated, sub- 
stantial future progress is unlikely. 


* * *K * * 


Mr. Mooney’s discussion of Industrial Relations 
from the point of view of the emphasis upon constitu- 
tional government calls to mind the early studies of 
Justice Higgins in Australia who first made this ap- 
proach practical and illuminating. It is a matter for 
congratulation that American practitioners are now 
seeing the logic and fairness of applying within cor- 
porate walls the idea of providing for the legislative 
and judicial functions as these appear in the relations 
between managers and workers. Progress toward in- 
dustrial stability seems certainly to depend upon an 
extension of agreement with the constitutional ap- 
proach so clearly set forth in this article. 


* * *K * * 


Among those who have seen the vital connection 
(Please turn to page 146) 








Some Aspects of the Rationalization of Production 





and Distribution, Based on Swedish Experience 
By MAURITZ BONOW 


Economist, Ko-operativa Forbundet, Stockholm, Sweden 


UCH evidence from various countries supports 
the view that the improvement of the distrib- 
utive apparatus is not keeping pace with the 

increasing efficacy of industrial production. While de- 
velopments in industrial production, and especially in 
large-scale industry, have gone so far that production 
calculations are carried to the thousandth part of a dol- 
lar, distribution, in the majority of countries, still em- 
ploys but few effective principles of costing and pricing. 
This implies that part of the profits which a more thor- 
oughly applied industrial rationalization should convey 
to the consuming public is absorbed by an uneconomic 
distributive apparatus. 

Thus, if distributive methods become more expensive 
or less expensive more slowly than industrial productive 
methods are improved, the total result from the con- 
sumer’s point of view is that the profits of industrial 
rationalization do not reach the consuming public in the 
form of lower commodity prices or do so only at a con- 
siderably reduced extent. The effect of this on the total 
production volume of the community will, in extreme 
cases, be that this volume ceases to expand, or, more 
probably, expands at a slower rate than would other- 
wise be possible. 

To illustrate the point statistically the following table, 
which presents certain developments in Sweden for the 
years 1915 and 1929, is given. 

1915 1929 

Volume of industrial production per 
labor hour in Sweden ............ 
The Swedish railways’ freight traffic 
volume per employe and year ...... 
Retail trade turnover in Sweden per 
employe and year. (Percentage cal- 
culated on the basis on the sales 
figures in kronor per employe and 
year ) 
Corresponding percentage of the sales 
volume per employe in the Swedish 

Co-operative Movement 


100 143 


100' 121: 


oereeeeeeeeeee eee eeeeeeeeee 


100 95? 


100 131 


1 Represents the 1911/1915 and 1926/1930 averages respectively. 
2 Represents the 1930 figure. 


Any detailed comments upon the contents of the table 
should be unnecessary. It may nevertheless be pointed 
out that the calculation of the development of retail 
turnover per employe may be considered to give a some- 
what too unfavorable picture. Betweeii 1915 and 1929 
several new commodity categories calling for a more 
comprehensive service etc. were introduced, while at 
the same time—in Sweden as in other countries gen- 
erally—the demand for amplified customer service grew 
also in other branches. The sales development per em- 
ploye in the Consumer Co-operative Movement has been 
included as representing in some degree the tendencies 
in those sections of Swedish retail distribution where the 
emphasis on large-scale organization is more pro- 
nounced. In judging the relative figures for distribu- 
tion in general and in the co-operative part it should 
be observed that the activity of the Swedish Co-oper- 
ative Movement is chiefly concentrated to the provision 
trade, and that it is most strongly developed in the more 
densely populated, more industrialized parts of the coun- 
try, a factor which tends to increase the Co-operative 
Movement’s average turnover per employe in compari- 
son with the average figure for the entire retail trade in 
Sweden. Even when due allowance has been made for 
the influence of the margin of error upon the compari- 
son between industry and transport on the one side and 
trade on the other, the correctness of the picture of the 
rate of rationalization of industry, compared with that 
of distribution, which is said above to be characteristic 
of most countries, is substantiated, especially if the fact 
is taken into consideration that no correction has been 
made in the two retail trade series for the depreciation 
of monetary values between 1915 and 1929. 

In this connection, a more exhaustive economic analy- 
sis for the purpose of displaying the reactions of a rel- 
atively deteriorated distributive apparatus upon the 
total volume of production is unnecessary. Suffice it to 
note that te greatest possible utilization of capacity 
stands out as essential to modern industry. The im- 
portance of achieving the greatest possible volume of 
production to utilize effectively at every point of time a 
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given permanent plant appears fairly obvious, on ac- 
count of the dominating role of fixed costs in modern 
large-scale industry. Within certain limits, an increased 
utilization of capacity implies in every concrete instance 
a fall in the fixed costs per unit produced, and thus a 
decrease in the total cost of production per unit. The 
fact that various industrially produced commodities 
show a fairly considerable elasticity of demand—as will 
be explained in greater detail below on the basis of ex- 
perience in Sweden—indicates the importance of the 
distribution being organized so effectively that as much 
as possible of the production is disposed of. 

A more detailed discussion of the reasons why the 
rationalization of the distributive apparatus tends to 
proceed considerably more slowly than that of industrial 
production falls outside the scope of this survey. The 
problem has been the object of several exhaustive analy- 
ses. One of the most frequently postulated reasons for 
the disparity in development has been that for technical 
reasons industrial production can be considerably more 
extensively mechanized than can distribution. Other 
frequently adduced causes are the differing factors de- 
termining the localization of distribution and produc- 
tion, and—partly connected therewith—the differences 
in respect of the conditions requisite for large-scale op- 
erations, etc. These varying circumstances must ob- 
viously not be left out of consideration when discussing 
the practical question of how to accelerate the rationali- 
zation of the distributive apparatus. As certain aspects 
of the problem of making the distributive apparatus 
more effective will be dealt with, the differences men- 
tioned above in the rationalization conditions are ac- 
cepted as facts which will not be subjected to a closer 
analysis. Even when limited to that extent, the prob- 
lem is still so extensive that no more than certain phases 
of the rationalization of production and distribution can 
be elucidated in this way. 


I. Effects under Different Conditions of the Rationalization 
of Industry. 

The rapidity and extent of industrial rationalization, 
especially in post-war years, has led to a comprehensive 
general discussion in many countries, and also to a 
thorough scientific examination of the effects of ration- 
alization on the volume of production and on employ- 
ment. The general aspects of this large problem will 
not be discussed even superficially here. This presenta- 
tion will be limited to the effects of industrial ration- 
alization on the pricing of the final products of the 
rationalized industry, (a) when the pricing is monopo- 
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listic, and (b) when it is not monopolistic. As a general 
premise we take the thesis—accepted by all economists 
—that monopolistic price control in the commodity mar- 
ket, as also in the production of raw materials, implies 
that the total production capacity of the community will 
be less completely utilized than when prices are not 
under monopolistic control. As a corollary to this, it 
follows that an opportunity materially to expand the 
market for several industrial products will be created 
if, by organizational methods or other suitable means, 
price reductions can be effected on goods the demand 
for which is strongly sensitive to prices. 

Even if this general thesis and its corollary are ac- 
cepted, it may perhaps be objected that monopolistic 
pricing, from a quantitative point of view, is not suf- 
ficiently extensive in industry or distribution to impede 
the transfer of the profits of rationalization to the con- 
sumers, and thus to hold down the volume of produc- 
tion and employment. Whether this objection is largely 
valid or not is difficult to say, primarily because the ex- 
tent of monopolistic pricing, compared with the scope 
of non-monopolistic pricing, varies from one country to 
another, and because few reliable investigations of the 
extent of monopolistic pricing have hitherto been made. 
Nevertheless it is well known that, particularly in the 
more advanced industrial countries, the striking stability 
of the prices of several industrial products is a highly 
characteristic feature of the modern economic system. 
This is because of certain market conditions which 
make it advantageous for the entrepreneur to stabilize 
the price and accept fluctuations in the volume of sales. 
The increased rigidity of the prices quoted for certain 
production factors, which can be traced to an increas- 
ingly highly developed organization of the supply, 
makes it, inter alia, probable that monopolies in the 
commodity market play a by no means insignificant part 
as a factor impeding production and employment in the 
modern industrial states. In view of the fact that the 
problem of the alternative effects of continuous in- 
dustrial rationalization, with and without monopolistic 
pricing of the final product, has been the object of 
theoretical economic analyses, this account has—on the 
basis of certain industrial products—been more particu- 
larly concentrated on the elucidation as far as possible 
of the effects upon production and employment of such 
a change. The study is limited to two examples from 
branches in which the Swedish Co-operative Wholesale 
Society (Ko-operativa Forbundet) has appeared as an 
industrial entrepreneur, The selection of the examples 
from the spheres of activity of the Swedish Co-opera- 
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tive Movement is entirely due to the greater familiarity 
of the author with the statistical material of these 
spheres. From our present point of view it is quite 
immaterial whether an existing monopolistic pricing is 
defeated by the action of the co-operative movement or 
by the competition of effective non-trust private enter- 
prises. Of most importance is to study the effects of 
the suspension of monopolistic pricing upon the volume 
of production and employment in the branch in ques- 
tion. 

Incidentally it may be remembered that the State can 
also, at least for a short period, by some means or other 
at its disposal, (legislation, compulsory price decrees 
etc.) break a ruling price monopoly or to some extent 
reduce tied prices. This is what happened in Germany 
and some other countries after 1933, when, in order to 
counteract the constrictive effects on production and 
employment of the price monopoly of the industrial 
cartels under the protection of a state economic policy 
favoring cartels, prices were reduced by order of the 
Government. Recent experience from these countries, 
as well as earlier experience elsewhere, suggests, how- 
ever, that Government measures for the purpose of 
abolishing or mitigating monopolistic pricing will in the 
long run tend to become ineffectual as a result of the 
relative facility of the entrepreneurs to render the state 
control vain. 

As a basis for discussing the effects of industrial ra- 
tionalization without monopolistic pricing, we may take 
the abolition in 1927 of the price monopoly in the Swed- 
ish rubber industry. The production figures of the 
most important products of this industry are given be- 
low. 

Galoshes and Rubber Shoes 
Production in thousands of pairs. 1924 = 100. 


1913 ....3,542 74.7 1926 ....4,694 99.0 
1922 ....3653 770 1927 ....5,790 122.1 
1923 ....4,125 87.0 1928 ....6,904 145.6 
1924 ....4,743 100.0 1929 ....7,216 152.1 
1925 ....4,899 103.3 


These figures indicate that from 1924, when the de- 
pression was overcome, until 1926 the home production 
of galoshes and rubber footwear remained fairly con- 
stant year after year. The abolition in 1927 of the 
ruling price monopoly by the rubber factory of the 
Ko-operativa Forbundet (the prices of men’s galoshes 
fell in the course of a few years from 8.50/7.50 kronor 
per pair to about 3.50 kronor per pair) resulted in a 
considerable increase of production. Admittedly, the 
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general improvement of trade and industry in Sweden 
was considerable from 1927 to 1929, but in comparison 
with the situation in 1922 the cyclical improvement 
from 1923 to 1926 may be said to have been of at least 
the same relative strength. 

The table below gives (a) the total product value of 
the Swedish rubber industry, (b) information on the 
value of other rubber goods produced than galoshes and 
rubber shoes, and (c) information on the number of 
workers employed and power consumed for the direct 
working of machinery and apparatus. All the figures 
represent the years 1926-29. The influence of the break 
up of the price monopoly in 1927 is evident if the prod- 
uct values in that year and in 1926 are compared with 
the number of galoshes and rubber shoes produced in 
the same years. While the number of galoshes and rub- 
ber shoes produced increased from 1926 to 1927 by 
about 1,100,000 pairs, the total product value of the in- 
dustry decreased, owing to the breakdown of the 
monopoly, by about half a million kronor from 1926 to 
1927. 

From 1926 to 1929—the latter year is selected as be- 
ing the last year uninfluenced by the world depression 
of 1930-33—the number of administrative staff in- 
creased by about 200 and the number of workers em- 
ployed by 1,400. The table also indicates that this 
considerable increase in employment—approximately 
1,600 additional hands between 1926 and 1929—was ef- 
fected simultaneously with a vigorous rationalization, 
measured in terms of the power consumed by the in- 
dustry. As indicated by the statistical increase in the 
value of other rubber products than galoshes and rub- 
ber shoes (1926, 10.4 million kronor; 1929, 12.5 mil- 
lion kronor), the increase in employment up to and 
including 1929 was chiefly influenced by the growth in 
the production of galoshes and other rubber shoes. 

Naturally it is not possible to fix exactly the effects 
on employment of the removal of monopolistic pricing 
of the rubber industry products. Changes in consump- 
tion and real wages, and other factors, have also influ- 
enced the progress of the industry. Nevertheless the 
information given above will already have made it plain, 
without further analysis, that the abolition of the pre- 
viously existing price monopoly materially contributed 
to the beginning increase in demand, and consequently 
also to the very considerable increase in employment 
(especially in view of the simultaneous vigorous ration- 
alization of the industry) that also took place. Atten- 
tion may also be drawn to the fact that the Swedish 
shoe industry, where there is no price monopoly, has 
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been progressing simultaneously, both in respect of the 
number of production units and in volume of produc- 
tion. In 1926, for example, 196 production units were 
included in the official Industrial Statistics and the vol- 
ume of production was given as 7,488,000 pairs, valued 
at 87.5 million kronor. The corresponding figures for 
1930 were 232 production units and 8,365,000 pairs 
with a product value of 98.2 million kronor. In 1926 
the Swedish shoe industry employed 863 persons in ad- 
ministrative positions and 10,287 workers. In 1930 the 
corresponding figures were 1,098 and 11,289. No 
change from leather to rubber footwear sufficient to re- 
duce employment in the shoe industry has thus taken 
place. 
The Rubber Industry 1926-29 
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1926 ... 36,143 10,400 336 3,754 8,392 
1927 ... 35,767 9,695 357 4,072 8805 
1928 ... 44,244 11,194 439 4,606 9,933 
1929 ... 50,169 12,523 505 5,167 11,114 


The above example shows the importance of the 
abolition of monopoly in the commodity market to pro- 
duction and employment. At the same time it is neces- 
sary to emphasize that the general experience gained in 
the Swedish Consumers’ Co-operative Movement ap- 
pears to indicate that the demand for a large number of 
commodities—not merely certain foodstuffs, but also 
various other industrial articles of consumption—is 
very sensitive to prices. 

Certain other effects of the removal of previously 
ruling monopoly prices should also be noted. Besides 
the increased demand for products formerly marketed 
at monopoly prices, there is also a direct transfer of 
purchasing power to which considerable importance 
may be ascribed from the point of view of employment. 
By the removal of the monopolistic pricing of certain 
more important general articles of consumption, pur- 
chasing power (the monopoly profits proper) is im- 
mediately transferred from the shareholders of the 
cartel companies to the consumers. If, for example, the 
price of galoshes is reduced from a monopoly price of 
8.50 kronor to 3.50 kronor a pair, this primarily implies 
that an amount of purchasing power, which otherwise 
would accrue to the shareholders in the galosh factories 
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in the form of monopoly profits, is distributed to the 
purchasers of galoshes at the rate of 5 kronor a pair. 
The secondary social-economic effects of such a trans- 
fer of purchasing power are clearly rather difficult to 
determine with any great measure of certainty. It is 
possible to argue that this additional purchasing power 
of the consumers, taking the long view, will be balanced 
by an equally large decrease of the purchasing power 
of the shareholders in the monopoly undertaking, and 
that therefore, from the social employment angle, there 
will be no change in its total volume. Apart from a cer- 
tain amount of luxury consumption, the shareholders of 
the monopoly concern, in their capacity of automatic 
savers, would have placed the arising profits, via banks 
and credit institutes, at the disposal of production for 
the creation of real capital. It may even be questioned 
whether a decrease of the total volume of savings, and 
therewith in the total investments, would not result 
from such a transfer of purchasing power, as the con- 
sumers will presumably save less of the transferred 
purchasing power than the shareholders of the monop- 
oly concern. Such an argument, however, overlooks 
certain important secondary effects of the abolition of 
monopolistic pricing. 

In all instances where products bearing monopoly 
prices show a more pronounced elasticity of demand, 
price reductions will lead to an improved utilization of 
capacity. By reducing the costs of production, this in 
its turn will, other circumstances being equal, tend to 
make the undertaking more profitable. In all proba- 
bility—and this is also supported by the experience 
gained in those branches of industry where the Swedish 
Consumers’ Co-operative Movement has put an end to 
monopolistic control of prices—the conclusion is thus 
correct that the purchasing power of the shareholders 
of the companies that previously had formed the cartel 
will not be diminished by a sum equal to that which, by 
the price reductions, accrues in the form of lower pur- 
chasing prices to the consumers of the commodities 
formerly subject to monopolistic pricing. Even without 
any change in the production technique of the former 
monopoly companies, their shareholders will receive a 
not inconsiderable compensation for the loss of the 
purely monopoly profits as a result of the improved 
utilization of capacity resulting from the price reduc- 
tions. As, furthermore, the termination of monopolistic 
price control invariably produces measures to make 
production in the former monopoly undertakings more 
effective—as proved by experience—these shareholders 
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will eventually receive still further compensation for the 
primary transfer of income. 

The Swedish electric lamp industry offers another 
interesting example of the effect of industrial rational- 
ization upon the prices—whether monopolistic or non- 
monopolistic—of the final products. Up to the middle 
of 1930 the prices of electric incandescent lamps were 
controlled by a monopoly. The establishment of a co- 
operative electric lamp factory gradually reduced the 
prices until in the latter part of 1931 they were nearly 
40 per cent lower. In 1931 the output of the new plant 
was already equal to nearly one-third of the total bulb 
production in Sweden. 

The following statistics give further particulars of 
the influence of the abolition of monopolistic price con- 
trol in the electric lamp industry, primarily on the em- 
ployment in the whole industry in Sweden. 


Progress of the Swedish Electric Lamp Industry 1921-34 
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Bes ... 1,814 40 282 187 
ae ... 1,604 32 259 137 
I9@3 ... 2,428 34 345 149 
1924 ... 1,533 41 333 144 
a 2,105 61 417 123 
1926 ... — 3,135 64 330 181 
Ia7 ... o-~ ~*~ ee 73 310 219 
1928 ... 3,841 78 295 224 
ee ..- 4,112 97 303 261 
1930 ... ae 4,895 127 351 348 
1931 ... 9,354 6,164 177 466 725 
1932 ... 9,645 6,183 177 471 801 
1933 ... 9,273 5,802 173 438 784 
1934 ... 10,778 6,586 177 483 793 


From this table it will be seen that, as a result of the 
prevailing monopolistic price control, the expansion of 
the electric lamp industry during the period of trade 
improvement 1925-29 was not sufficient to increase the 
volume of empioyment. In 1925, as the table shows, 
the administrative staff and workers employed totaled 
478. The corresponding figure for 1929 was 400. The 
figures relating to the power consumed for driving the 
machinery and apparatus indicate that quite a strong 
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rationalization took place during this period. Since, 
however, the volume of employment could not be in- 
creased, and prices were simultaneously strictly con- 
trolled by a monopoly, the profits of this rationalization 
apparently accrued exclusively to the shareholders of 
the international cartel. 

Owing to the high home price level, there was a very 
considerable import of electric lamps at the same time. 
Despite the fact that the period 1930-34, or rather un- 
til the middle of 1933, was characterized by receding 
economic conditions in Sweden, the abolition of mo- 
nopoly prices had a favorable effect on employment. 
From a total of 478 employes (administrative staff and 
workers) the figure rose to 660 in 1934. The industry 
was simultaneously vigorously rationalized and _ ren- 
dered more effective. Between 1930 and 1934 the 
installed driving power was considerably more than 
doubled. As no information on the number of lamps 
produced is given in the Industrial Statistics until 1931, 
it is not possible to estimate, by direct comparison with 
the number of electric lamps exported, the trend of 
progress as regards the annual consumption of such 
lamps in Sweden during a period that would make pos- 
sible a comparison with the conditions affected by the 
electric lamp cartel in the 20’s. The change in price 
since the commencement of the co-operative interven- 
tion has been mentioned above. As the prices of the 
cheapest bulbs were reduced by an average of 50 Ore, 
the total product value of the electric lamp industry was 
admittedly influenced downwards. As this product 
value was none the less, even during the depression, 
considerably higher than in the years when the influence 
of the electric lamp cartel was unlimited (see table!), 
it follows that a very significant increase of the quanti- 
ties produced has been effected since the abolition of 
monopolistic price control in the Swedish market. How 
far the demand for electric lamps shows any notable de- 
gree of elasticity cannot be decided on the basis of the 
present statistical material. It is probable that the elas- 
ticity of demand is very small. The increased produc- 
tion has in the first place been accompanied by increased 
exports and decreased imports. (Incidentally, it may 
be pointed out that a thorough analysis made by the au- 
thor of the electric lamp imports and exports—which 
for lack of space is not included here—reveals that the 
Swedish currency depreciation in September 1931 was 
a factor of quite subordinate importance in this con- 
nection. ) 

The practical survey material given here to illustrate 
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the consequences of the abolition of a prevailing market 
monopoly in increasing the volume of industrial produc- 
tion would seem to lend support to the conclusions 
reached by several economists on a basis of theoretical 
analyses of the problem. That the question of the ef- 
fect of monopolistic price control upon the volume of 
industrial production has been dealt with so fully in this 
connection appears motivated, inasmuch as similar ef- 
fects on the production and distribution volume of the 
community can, in principle, be ascribed to an uneco- 
nomically functioning distributive apparatus and to a 
monopolistic Or quasi-monopolistic price control in the 
branch of retail distribution. The rationalization of the 
distributive apparatus as conducive to the rapid growth 
of the volume of industrial production will therefore be 
rather briefly propounded here. 


2. Rationalization of Distribution 


It has been said above that the increasing rationaliza- 
tion of industrial production has led to considerable 
reductions in costs, which, if price-setting is non-mo- 
nopolistic, will lead to an enlarged outlet among the 
users of the final industrial products. If, in the absence 
of monopolistic price control in industry, the profits of 
rationalization are to benefit the consumers, it is essen- 
tial that the last links in the chain of production, i.e., 
transportation and distribution, are also rationally ar- 
ranged. In order to provide a measure of the actual 
order of magnitude of the costs required for commodity 
distribution in modern industrial countries, certain Ger- 
man figures relating to the period immediately before 
the last depression may be given. Professor Julius 
Hirsch, a well-known business economist who at one 
time used to work in Germany, states that at that time 
the total annual wholesale cost value of commodities 
turned over in the retail trade in Germany amounted to 
19,000 million Rmk, while the total retail trade sales 
amounted to 28,500 million Rmk. The total costs of 
the retail trade—wages; rents, advertising costs, wast- 
age and other losses on commodities, merchandising 
charges, rates and taxes, thus amounted in round figures 
to 50 per cent of the cost value. The same investiga- 
tion showed that the average business profits in the re- 
tail trade were not unusually high. The high costs of 
distribution, which in Germany corresponded to one- 
sixth of the national income, were as far as could be 
judged due to an undeveloped rationalization of retail 
distribution. Some of the main causes of this deficient 
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rationalization of retail distribution will be discussed 
below. 

One of the most important causes of a retail price 
level unfavorable to the expansion of production, i.e., 
a relatively far too high level, is often the pressure on 
the market of a large number of businesses. Insofar 
as there is reason to suppose that distribution is irra- 
tional owing to the existence of too many enterprises, 
the explanation may be that for conventional reasons— 
on account of extensive sales of fixed-price proprietary 
goods or for other causes—the distribution margin is 
“too large,”’ a circumstance which tends to stimulate the 
more extensive opening of new enterprises. Insofar 
as the sale of fixed-price proprietary goods expands 
further and further, and the retail trade merchandising 
charges for such goods increase powerfully by reason 
of the manufacturers’ fixing relatively high retail selling 
prices, this will have a stimulating effect on the opening 
of new retail shops, and will thus counteract a rationali- 
zation process involving a reduction in the number of 
shops consequent on smaller merchandising charges. 
The system of selling fixed-price proprietary goods, 
which indeed aims at rationalizing commodity distribu- 
tion by concentrating the demand of the consumers to 
a smaller number of articles (or qualities) whereby 
large orders can be effectuated by production on a 
larger scale with decreasing costs, will thus, if the mar- 
gin of distribution in respect to these proprietary goods 
is made too wide, tend to counteract that rationalization 
of distribution which is the object of the system. In the 
same way, too high merchandising charges due to con- 
ventional or other reasons will in various branches lead 
to the springing up of too many and therefore too small 
distributive units. This tends to increase costs and to 
bring about the socially and economically unfavorable 
reactions on the volumes of production and employment 
discussed above. 

In this connection it should be noted that a limitation 
of the number of distributive units, whether by the 
closing of shops, or by a relative reduction in the num- 
ber of shops by means of a control by trades organiza- 
tions of the opening of new shops, with consequent 
reductions of costs, can only react favorably on the vol- 
umes of production and employment provided that such 
action is not accompanied by the establishment of mo- 
nopolistic control of the retail prices, and that the high 
retail price level conditioned by high distribution costs 
is not retained. If this happens, the result (as in the 
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case of industrial monopolistic price control) will be 
that there will be relatively less production and em- 
ployment in the whole community, as will be shown 
below. 

Another reason for the lack of rationalization of re- 
tail distribution, seen from a general economic point of 
view, is the tendency towards a combination of inde- 
pendent traders with a view to establishing a monopo- 
listic or quasi-monopolistic price control. If there is no 
consumer organization to compete with the private dis- 
tributors, or if different private forms of distribution 
do not compete one with the others, such control of 
prices may lead to a thoroughly monopolistic price fix- 
ing in respect of all or the majority of articles in a 
certain branch of industry. The effects of such mo- 
nopolistic price fixing in the retail trade are, in prin- 
ciple, the same as the effects of monopolistic price fixing 
by industrial cartels. In other words, the total volumes 
of production and employment will, as a result of this 
monopolistic price fixing, be less than where non-mo- 
nopolistic prices are the rule. It should, however, be 
observed that, in the retail distribution of certain goods 
or groups of goods, an increase in prices comparable to 
monopolistic price fixing may be due to special condi- 
tions affecting the retail trade price level. These vari- 
ous conditions for imperfect competition, which have 
been theoretically analyzed, may vary greatly for 
different undertakings and in respect of different cate- 
gories of commodities. We disregard here local monop- 
olies and other oft-quoted circumstances, and confine 
ourselves to stating that tradesmen have opportunities 
to make price comparisons between different commodity 
categories directly difficult for the consumer (e.g., by 
selling certain goods by the piece instead of by weight). 
The greater the quantitative role played in distribution 
by circumstances inducing imperfect competition, the 
more will disadvantages like those inherent in direct 
monopolistic price control be apparent. 

A third reason for deficient rationalization in retail 
distribution, and one closely related to the existence of 
“too many undertakings,” is the wide use of small-scale 
operations in retail distribution. International compar- 
isons show that nowhere do private large-scale distrib- 
utive undertakings (chain or department stores, mail 
order concerns, etc.) and the Consumer Co-operative 
Movement cover more than about 35 per cent of the 
whole retail trade. In Sweden the approximate shares 
in the trade of the different forms of distribution are 
as follows (Estimate for 1934) : 
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Per cent 
Consumer Co-operative and other 
co-operatively organized retail 
GE becseadewaneiwese dese 11.0 400 
Private large-scale retail shops 
(department stores, mail order 


Mill. kr, 


firms, chain stores, etc.) ...... 5.7 200 
Small private traders ........... 83.3 3,000 
Total 100.0 3,600 


It will be seen from this table that the small private 
traders of Sweden—as in other countries—are re- 
sponsible for the overwhelming portion of distribution. 
This may be considered one of the most important 
reasons why the costs of retail distribution are still so 
high, and why rationalization of distribution proceeds 
at a considerably slower rate than the rationalization of 
industry. (The different conditions of rationalization 
in the two spheres are then also taken into account.) 
The economic differences between small and large-scale 
operation in retail distribution can be illustrated by the 
latest Trade Census statistics in Sweden (referring to 
1930-31). Food distribution constitutes the largest 
group of the Swedish retail trade, and in this group 
21,000 shops are returned, with a total turnover of 
rather more than 1,000 million Swedish kronor, 1e., 
not quite 50,000 kronor per shop. At the same time the 
turnover per store of the biggest large-scale form of 
distribution in the Swedish provision trade, the Con- 
sumer Co-operative Movement, amounted to about 
90,000 kronor. Both per shop unit and per employe the 
large-scale form has an essentially larger turnover, 
which in itself tends to lower its costs of distribution. 
Investigations into the rate at which the stock is turned 
over in the large and small scale forms of retail dis- 
tribution also point to the economic superiority of the 
former. Another factor of the greatest importance is 
that the large-scale retail trade has been able to reduce 
its costs by rationalizing its purchasing operations (joint 
orders for large quantities). In Sweden this applies 
especially to the Consumer Co-operative Movement, 
which concentrates its purchases to a wholesale concern 
jointly owned by the local co-operative stores. The in- 
creased difficulties of the small traders to reduce their 
distribution costs to the same level as those of the 
larger businesses has in Sweden led to the establishment 
of associations among traders, one object of which is to 
rationalize the purchases of the small firms. As in the 
U. S. A., where the small private traders seek by form- 
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ing and amalgamating in voluntary chains to meet the 
competition of the established chain store undertakings, 
the competition of the Consumer Co-operative Move- 
ment has in Sweden produced similar associations in 
certain parts of the private retail trade. These associ- 
ations will certainly attain increased economic impor- 
tance in the future, and as long as they have to meet 
competition from the consumers’ own large-scale under- 
takings and from the large private trading firms, these 
voluntary associations of small private retail traders can 
increase the ability of their members to compete without 
giving rise to monopolistic pricing. Under such cir- 
cumstances the only effect of these associations will be 
a rationalization of the small private trade, and from 
the point of view of the consumer and as regards its ef- 
fect on production and employment in the community— 
which has been mentioned above—this can only be 
regarded as beneficial. 

An important means of rationalizing distribution and 
reducing costs has, especially in the 20th century, been 
increasingly used in Sweden, especially in respect of 
certain branches of consumers’ goods. This is an in- 
creased application of the principle of cash trading. 
The wide-spread habit of buying consumable goods on 
a cash basis did undoubtedly, in a by no means unim- 
portant degree, help to strengthen the economic powers 
of resistance of the population and of these branches of 
industry in Sweden during the depression of 1930-33. 

In addition to the organizational methods of rational- 
izing distribution, a few words should also be devoted 
to the possibilities of mechanization. Incidentally—the 
matter will not be discussed in any detail—we may here 
point out that traveling shops, to which motoring has 
given a new impulse, offers considerable opportunities 
to rationalize distribution in certain branches of trade, 
especially in rural areas and sparsely populated districts. 

In store trading proper, rationalization in the mechan- 
ical sense has been used to a very minor extent. The 
first known mechanization, apart from the systematic 
improvement of certain equipment, was the introduc- 
tion of cash registers. It is now almost fifty years since 
these were first taken into use by the retail trade. This 
apparatus controls receipts and provides the customer 
with a receipt for the amount paid, with very little 
manual labor to the store staff. Nevertheless, the value 
of a transaction in the retail trade is still generally 
added up in the same way as in the old days. Calcu- 
lating machines, or calculating machines combined with 
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cash registers, which are already available, have not won 
general favor, on account of their generally being too 
costly for retail traders. There are great opportunities 
here for the large-scale production of aids to the 
further mechanization of the purely retail trade. With 
the now known methods of giving change and handing 
out goods mechanically, it should be possible to reckon 
with a quite considerable extension of mechanization in 
the retail trade in respect of standard commodities in 
general demand, especially in the large centers of popu- 
lation. Engineers have hitherto devoted too little at- 
tention to the mechanization of trade—particularly the 
retail trade. Modern engineers should therefore have 
a great chance to bring about a change involving the 
substitution of mechanical aids for the store assistant. 
One of the obstacles to such a development, however, 
is the universal disinclination to introduce any changes 
likely to affect the workers in different callings. In sev- 
eral countries it is even considered disloyal to break 
with a time-honored tradition in commodity distribu- 
tion. One condition for the maximum future mech- 
anization of the retail trade is that neither trade 
organizations nor the State shall endeavor to interfere 
with such a development. The bearing of those who 
are engaged in distribution today may well be likened 
to that of the workers at the time when manual work 
was being replaced by machinery. The workers did not 
then understand what was best for themselves, and 
therefore often opposed mechanization. But this very 
mechanization has been one of the levers enabling the 
workers, and the population in general to raise their 
standard of living. Taking the short view, the in- 
creased mechanization of the retail trade may certainly 
appear adversely to affect those who are engaged in the 
trade on so to speak a handicraft basis. Taking the 
long view, such mechanization will nevertheless raise 
the standard of living of those engaged in distribution, 
just as machinery has raised the standard of living of 
the industrial workers. It must therefore be to the 
great interest of the public that efforts should be made 
in different branches of trade to reduce the costs of dis- 
tribution by the utilization of mechanical aids. 

In addition to the organizational and other efforts to 
rationalize retail distribution, the problem of extended 
mechanization in the retail trade undoubtedly deserves 
attention. It is high time for the mechanical engineers 
to be let loose on this problem! 








Economic Planning and the Competitive System 
By H. S. PERSON 


Consultant in Business Economics and Management, New York 


T IS my point of view that social-economic planning 
and the competitive system are not mutually ex- 
clusive ; that each requires the other, although each 

imposes limitations on the other ; that the fundamental 
problem is one of integrating them, with planning in 
control. 

Present discussion must be based chiefly on experi- 
ence with planning in the limited fields of military and 
industrial activity, because no democracy has yet had 
experience with comprehensive social-economic plan- 
ning. Such discussion may be adequate to convince us 
that we should establish social-economic planning, but it 
cannot inform us concerning the detailed characteristics 
of a workable system in a democracy. Details must be 
evolved in terms of the reactions of individuals to the 
operations of the planning system. These reactions can- 
not be foreseen and they will not remain fixed in any 
society that continues to be dynamic. 

In those sectors of human experience in which it 
has been developed and has proved to be effective, 
planning is ever seeking to establish stability in the 
progress toward and as an element of a predetermined 
objective, but in actual day-to-day activity it is primarily 
concerned with variability and with the adjustment of 
variables. It does succeed in establishing stability in 
respect of many recurrent mechanistic elements, and in 
so doing achieves great economies of energies and mul- 
tiplies the effectiveness of their application. Neverthe- 
less, its principal activity is in handling variables, either 
utilizing them favorably or minimizing their unfavor- 
able influence, or redefining the objective in response to 
their refusal to be managed. 

I can foresee no other type of effective and enduring 
social-economic planning in a dynamic democracy: that 
is, in a social organization in which all individuals 
participate to some degree in its direction, in which 
they are motivated to a large degree by self-interest, 
and in which they are constantly discovering new modes 
of self-expression and self-satisfaction. 

There are therefore three great social values which 
must be brought into harmony: democracy (political 
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and industrial) ; dynamic individual self-expression, in- 
cluding some degree of competition, which is individual 
self-seeking as a part of self-expression; and social- 
economic planning, which involves agreed-upon social 
objectives, and guidance (but not detailed direction of 
individual activities to achieve those objectives). 

Social-economic planning is essential in a mature 
society of large population and extensive resources. 
Relatively unrestricted economic individualism is work- 
able and tolerable only in a pioneering society of sparse 
population engaged in the discovery, appropriation and 
initial development of physical resources. Only in such 
a society do the creative forces of unrestricted eco- 
nomic individualism outweigh its disruptive features. 
As a society becomes more mature and develops special- 
ization, division of labor and many complicated and 
delicate interrelations, the perspectives of individuals 
diminish and their activities become less and less co- 
ordinated, with the result that disruptive forces come to 
outweigh creative forces. Experience has not disclosed 
any way of establishing order in such a situation other 
than through planning. 

Representative democracy is an institution accepted 
among the more advanced peoples as the most satis- 
factory form of political organization. Under it pol- 
icies and programs are determined by the will of the 
majority expressed basically through universal suffrage 
based on free thought, free speech and a free press; 
there is provision for flexible change of legislators and 
administrators representative of the people; major 
group conflicts are resolved by the will of the majority 
expressed through adequate social mechanisms, and 
minor conflicts are resolved by legal and administra- 
tive procedures which also express the will of the 
majority. The will of the majority reflects the inte- 
grated interests of the majority. 

If we would preserve representative democracy of 
this order, planning and democracy must be harmonized, 
for planning is essental to the orderly functioning 
of a complicated society. So great is the need of po- 
litical and economic stability that several peoples, not 
far enough along in their progress toward democracy 
to have been able to hold firmly what has been achieved, 
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have reverted to autocratic forms of political organiza- 
tion in the belief that economic order through planning 
would thereby be more promptly established. The 
problem confronting the United States is to achieve the 
benefits of planning without such a sacrifice. The issue 
is not between planning and democracy, but between 
planning by a democracy or planning by some other 
form of political organization. Planning is a sine qua 
non. The preferred political organization must learn 
how to utilize it. 

If we would establish planning and at the same time 
preserve or improve democracy, human nature must be 
taken into consideration. Human nature consists of in- 
dividual impulses. If modern psychology has taught us 
anything it is that no two individuals are alike, that 
each starts as a particular combination of undifferenti- 
ated impulses which under the influence of a particular 
environment become expressed in a particular combi- 
nation of differentiated impulses, habits, obsessions, 
attitudes of mind, and so on. Many impulses are in 
varying degrees of intensity common to all; such as 
the impulse to distinguish self from another, to express 
self fully, to favor self in so doing, to like attention, to 
like possessions. These common impulses and habits 
are at the basis of all forms of competition—the seeking 
of subsistence, personal possession of material things, 
distinction, status and other psychic satisfactions. 
Competition takes many forms: for distinction among 
artists; glory among soldiers; control, possessions and 
status among business men; and among all individuals 
from childhood on, for a greater or less realization of 
personal possessions. Me and thee, mine and thine, are 
fundamental factors in individual and social life. 

Competition is a force which generates and releases 
individual energy. It is one of the great sources of 
energy. Therefore not only must individuality and the 
need for self-expression be recognized as an element of 
democracy and a condition to democratic planning, but 
planning should consciously and deliberately use that 
particular form of self-expression called competition 
as an aid to achievement of its objectives. 

The problem is to eliminate through environmental 
influences all forms of competition that obstruct 
achievement of the social-economic objective, and to 
encourage all those forms that promote it. I have in 
mind not that idealistic antithesis between glory and 
material things as a reward of competition, but the 
more realistic antithesis between one and another type 
of material things, between one and another type of 
acquisition, ownership and possession of property. 
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Let us be more concrete and consider the problem 
of the United States. 

We would preserve our representative democracy 
and therefore we should preserve the national Congress 
and the President elected by universal suffrage, and the 
Supreme Court and other courts. Of course these 
agencies require improvement individually and in their 
relationships, to make them more flexible and respon- 
sive to the popular will and to enable them to work 
together toward a common end more smoothly and 
effectively. But if we would preserve representative 
democracy we should preserve the principle and the 
main frame of the structure. 

Their preservation would require that no planning 
agency should be set up of superior or even of co- 
ordinate powers—otherwise we should not be preserv- 
ing the democratic form of government. To set upa 
supreme planning agency would be to set up an author- 
itarian government. The planning agency should be 
supplementary to and responsible to these agencies of 
government; should be an advisory staff whose influence 
would be determined by the power of facts. That in 
the final analysis is the power of planning staffs in 
military and industrial operations, and it is a real 
power. Individual and group whims, guesses and arbi- 
trary decisions—even of generals and of presidents of 
great corporations—become impotent in the face of 
the understood facts of a situation. 

Therefore I am not sympathetic with the proposals 
in many current books and articles that recommend a 
planning agency with power, independent of the other 
agencies of government, to direct and regulate social 
and economic activities in detail. What appears to be 
the most realistic and sensible proposal yet made was 
in the complementary La Follette and Person bills 
introduced in 1931 in both Houses of the 72nd Con- 
gress, lst session (S 2390 and H. R. 9315). 

These bills would have established a National Eco- 
nomic Council, an independent agency of the Govern- 
ment, consisting of experts appointed by the President 
with the advice and consent of the Senate and represent- 
ative of industry, finance, transportation, labor, agricul- 
ture, and scientific management. This council would 
have authority to establish an adequate fact-finding staff, 
to hold hearings and take testimony, and to require re- 
ports from all types of enterprise. It would have the 
authority and responsibility to study economic and 
business conditions, formulate proposals for solving 
economic problems, make recommendations for legisla- 
tion to the Congress and the President, make other 
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recommendations to business and to the people, and 
initiate and guide the formulation of councils or 
associations in industry and finance. It would be a 
functionalized planning agency of the Government the 
measure of whose influence on the Congress, the Presi- 
dent, business and the people would be the reasonable- 
ness of its defined goal, and the quality of the data and 
their analysis which would accompany its recommenda- 
tions. 

Such a planning agency could not function without 
making at least a tentative definition of the goal toward 
which planning should attempt to guide the develop- 
ment of our social and economic life. It would make 
this definition public, and modify it in response both 
to the reaction of the people and to its own experience 
in efforts toward its achievement. 

What this definition would be—what a group estab- 
lished expressly for the purpose would work out—is 
impossible to forecast. It would be a tremendous and 
difficult responsibility. There is no model. There are 
political platforms, but they are generally meaningless. 
There are groups representing doctrines that have 
formulated goals, but many of these are not realistic 
and practically all are biased. Certainly this goal would 
involve a high productivity and large social income, 
conditioned by strict regard for conservation of human 
and material resources; a productivity so balanced as 
to avoid overproductivity or underproductivity in any 
line; a fair distribution of the social income to elim- 
inate poverty at the one extreme and undue acquisition 
of parasitic wealth at the other; adjustment between 
spending for consumer goods and spending for pro- 
duction goods to keep the economy active and in bal- 
ance, and thus to eliminate both unemployment and 
cyclic depression. 

With such a goal in mind, the recommendations of 
the Council would constitute economic planning to 
achieve that goal. The recommendations would involve 
a moderate degree of specific legislative direction and 
control of certain critical economic institutions and ac- 
tivities, but would be more concerned with environmen- 
tal controls governing a generally competitive economic 
system. 

One of the major tasks of fact-finding would be to 
discover what elements of the competitive system 
hinder and what promote achievement of the goal; and 
one of the major tasks of planning would be to form- 
ulate recommendations that would eliminate the former 
and promote the latter. 

Analyses of the price structure already made indicate 
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pretty clearly where the competitive system is working 
satisfactorily and where it is working badly. There isa 
sector of manufacturing where prices are held rigidly, 
either through monopoly or less formal controls, and 
it is here that unemployment becomes most serious— 
employment is sacrificed to price maintenance. It may 
be necessary for social-economic planning to break 
down these price controls through socialization of some 
of those industries and through public “yard-stick” 
competition in others. Perhaps those industries that 
serve all other economic life should be socialized—such 
as communication, transportation and power. Perhaps 
in other fields, such as the materials of construction, a 
few yard-stick public enterprises would bring prices 
into line with social requirements without eliminating 
private industry and competition generally. Northern 
and western European democracies have given us ex- 
cellent examples of “influence” along this line. 

In another sector of the price system is found quite 
a contrasting situation. In agriculture prices are ex- 
tremely flexible and conform to all the theoretical 
assumptions of classical economics. Unemployment can- 
not here pay the cost of price maintenance. But the 
very flexibility of prices in the face of increased pro- 
duction capacity and the loss of export markets, has 
permitted such a decline in prices that the farmers are 
unable to realize adequate incomes. In a sense, the 
more acres they plant and the harder they work, the 
less their income. In respect of this part of the national 
problem, social-economic planning may have to establish 
environmental influences that will guide the farmers 
to reduction of total production of agricultural products 
until such time as the results of planning in other sec- 
tors of the economy have so increased purchasing power 
and the demand for agricultural products as to call for 
gradually increasing productivity of the latter. 

In a third sector of the price system—concerned with 
many manufactured consumer goods and miscellaneous 
producer goods, and with merchandising—the relations 
between price and employment appear to be satis- 
factory. High prices are not maintained at the cost of 
widespread unemployment. A reasonably automatic 
adjustment is maintained. If demand declines, prices 
decline more than employment. If demand strengthens, 
employment increases more than prices. Here the 
assumptions of classical economics appear to hold. 
Social-economic planning would not be so much con- 
cerned with specific restrictions in this sector as with 
moderate environmental directives, and especially with 
giving individual enterprise and competition free play. 
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Here planning would be using the competitive system 
as a tool. 

I believe that socialization of certain types of enter- 
prise, and “yard-stick” regulation of other types, to- 
gether with special guidance of agriculture, would so 
free enterprise generally that activity and competition 
would expand in the flexible-price sector; on the 
base of certain socialized and regulated industries would 
develop an ever-expanding superstructure of competi- 
tive industries. The picture may be presented graphi- 
cally as follows: 


EXPANDING SUPERSTRUCTURE 


of small and medium-sized competitive enterprises 
concerned primarily with machine tools, small tools, 
apparatus, etc.; all kinds of consumer goods 
including foods ; and with goods of special use, 
style and other aesthetic qualities 





STRATUM OF SUBSIDIZED AND REGU- 
LATED ENTERPRISES 


Certain basic foods and materials; basic cultural 
and recreational enterprises 





BASE OF SOCIALIZED ENTERPRISES 


Services: such as currency; credit ; banking ; com- 
munications ; transportation; power 


Certain basic materials, such as iron and steel; 
copper; aluminum; cement; lumber. 


Present public enterprises: highways, postal 
system, public works, etc. 
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In summary, several aspects of the problem of social- 
economic planning should be borne in mind: 

1. If we would preserve democracy, the social- 
economic planning agency should be advisory to a gov- 
ernment that is responsible to the citizenship through 
democratic processes, and should not be supreme and 
autocratic ; 

2. The planning agency itself should have a con- 
tinuity represented by a slowly-changing personnel ; 

3. While past experience with planning in limited 
areas is a sufficient basis for decision whether social- 
economic planning is desirable or necessary, it cannot 
indicate in advance what the detailed characteristics of 
that planning will be; that can come only from the new 
experience ; 

4. Human nature will be a powerful factor in that 
experience, including such human impulses as individual 
income, individual saving and individual possessions ; 

5. Competition will be a powerful factor, to be re- 
constructed, guided and utilized for desirable social 
objectives ; 

6. The planning will be concerned with utilization 
and conservation of human and physical resources, na- 
tional income and its distribution, balance between con- 
sumption and saving, balance between saving and in- 
vestment balance among capital goods; relations 
between prices, productivity and employment. In con- 
nection with the latter it will withdraw from the com- 
petitive system industries that fail to pass technological 
progress along to consumers through price reductions, 
and will promote the competitive system insofar as 
industries do so. 











A New Approach to Industrial Relations 


By PAUL MOONEY 


Cincinnati, Ohio 


in complete harmony, at least in order and peace. 

Our relations with one another in industry, 
however, are characterized by discord, strife, and too 
often by violence. The relatively happy state we have 
achieved as citizens is the result of our having developed 
an orderly process of government. This government is 
built in the main around three agencies—a constitution, 
a legislature and a judiciary. The success with which 
we have utilized these instruments to regulate our civil 
relations, suggests that their application may represent 
an approach to the rational and orderly handling of our 
industrial relations. 

Bill Smith, citizen of the United States, is vastly bet- 
ter situated than Bill Smith, employe in one of the na- 
tion’s industries. As a citizen, Bill enjoys freedom of 
speech and assembly, trial by jury, a voice in the con- 
trol of government, and other valuable rights guaran- 
teed him by our constitution. A legislature, which Bill 
and his fellow citizens elect, makes laws which repre- 
sent the application of these rights to general situations. 
A judiciary, also subject to popular control, interprets 
and enforces these rights and laws as they apply to par- 
ticular situations. 

Bill Smith, employe, seldom enjoys these same rights 
and privileges. He has no constitution which specifies 
his rights as an employe. He has no voice in choosing 
the officials who govern him as an employe. He is 
without benefit of trial by jury and other legal safe- 
guards if charges are preferred against him as an em- 
ploye. 

This contrast between the rights and privileges 
enjoyed by Bill as a citizen and as an employe is paral- 
leled by his behavior in these respective roles. Bill gen- 
erally is a peaceful and orderly citizen. As an employe, 
he is often discontented, frequently disorderly, some- 
times violent. There are considerable grounds for be- 
lieving that one difference accounts for the other; that 
the absence of enforceable rights which characterizes 
Bill Smith’s position as an employe is one of the pri- 
mary causes of our industrial relations difficulties. 

Picture certain of the conditions which confront the 
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average employe, and it is not difficult to understand 
why our labor relations periodically become acute. 
When he first starts out to earn his living, an individual 
theoretically has the right to choose the kind of work he 
will do. Actually, of course, many would-be biologists 
become bookkeepers, for the kind of work a man does 
largely is determined by the kind of work he can get, 
rather than by what he prefers. The individual has 
even less to say about the hours he will work and the 
pay he will receive. Not only the kind of work he does, 
the wages he receives, and the hours he labors, but prac- 
tically all the other conditions under which he works 
are determined by the employer. Should any or all of 
these things be unsatisfactory to the beginner, his only 
alternative is to get another job more to his liking else- 
where—provided he can find one, 

The typical employe is similarly dependent and help- 
less throughout his working life. Ordinarily he can 
exercise freedom of speech and assembly only at the 
risk of losing his job. He seldom has any real voice in 
determining the rules, regulations and other conditions 
under which he works. These things are decided by his 
superiors. And the employe seldom has any part in the 
selection of these officials who rule his industrial life. 

Should an employe be accused of an “industrial” 
crime or misdemeanor—such as disloyality or incom- 
petence—he is not represented by a competent counsel, 
nor tried by a jury of his peers. Instead, his guilt or 
innocence customarily is determined by his immediate 
superior, acting as prosecutor, jury, and judge com- 
bined. Seldom is there any effective appeal from the 
decision of this one-man court. Yet the immediate su- 
perior, for reasons sufficient unto himself, and even for 


no reason at all, can deprive a man of his livelihood on | 


a moment’s notice. When you contrast these conditions 
with those the same individuals enjoy as citizens, it is 
easy to understand why employe resentment against 
these circumstances boils up at rather frequent inter- 
vals. 

These comments do not intend to imply that the av- 
erage employe constantly works in a state of intolerable 
servitude. Any realist, who has passed the sophomore 
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stage of his employment, knows this is not the case. 
The typical employer is no Simon Legree. Industry as 
a whole, for all the criticism directed against it in recent 
years, has made marked and demonstrable strides to- 
ward the betterment of the employes’ position. Yet 
there are three features of our present industrial order 
which are bound to breed strife between the employer 
and the employe unless we adopt some rational means 
of controlling them. 

One of these is the conflict of interest which exists 
between the employer and the employe. It is true, to be 
sure, that both have a common interest in the welfare of 
the business, the source of both wages and profits. But 
there is a definite conflict of their interests when it 
comes to determining how the proceeds of the business 
shall be divided between profits and wages. The only 
point the employer and employe have in common on this 
question is the natural desire of each to get as much as 
he can for himself. 

The employer has failed to give practical recognition 
to this vital conflict of interest between himself and his 
employes. Instead, the employer has preached the gos- 
pel that he can be relied upon to pay as high wages as 
the welfare of the business will permit. That doctrine 
implies that the typical employer is so wise and just that 
he will, entirely of his own volition, fairly divide the 
proceeds of the business between profits and wages. It 
also implies that the employer alone is fit to judge how 
much should be paid out in wages and how much should 
go into profits. Our recent labor troubles indicate 
rather convincingly that employes do not accept this 
first implication, and resent the second one. Employes 
question, and not without reason, that the employer will 
pay the best possible wages. And they refuse to con- 
cede that the employer shall be the sole judge of how 
much wages shall be paid. 

By his unwillingness to face the inescapable fact 
that there is a very real and natural conflict of interest 
on this question the employer has penalized himself. 
His failure to deal with this question realistically and 
constructively has created antagonism among his em- 
ployes, whose co-operation is essential to the success of 
the business. Few employes are genuinely interested in 
helping the employer make a profit. Many of them 
have become so obsessed with this problem of getting a 
larger share of the proceeds that they have lost sight of 
the fact that unless they co-operate with the employer, 
there won’t be any proceeds to divide. As a result, both 
profits and wages suffer. 

It seems essential that employers recognize this con- 
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flict of interest, and help devise some reasonable and 
orderly method of dealing with the many problems 
which it creates. For unless this is done, these dif- 
ferences will be a continuous source of antagonism and 
discord between two groups which must work together 
for their common good. It is equally important that 
employes accept responsibility for contributing to the 
welfare of the business, since this vitally important 
problem is altogether too big for the employer to solve 
without the earnest help of his employes. 

A second important characteristic of our industrial 
order which needs to be revised is the autocratic nature 
of the relationship between the employer and the em- 
ploye. 

The typical employe has few clearly defined indus- 
trial rights, little means of enforcing the vague ones he 
does possess. He has no real voice in the government 
of the business from which he receives his livelihood. 
The same individual who, politically, is a free citizen, 
is in his industrial life, a subject. 

It is possible, of course, that the individual, as an 
employe, may rest content with conditions which, as a 
citizen, he would not tolerate. He may, for example, 
insist on freedom of speech, trial by jury, and the privi- 
lege of electing his rulers as a citizen, yet be quite will- 
ing to forgo comparable rights as an employe. But in 
view of our traditional attitude toward democracy, and 
our recurring outbursts of acute labor trouble, such a 
conclusion scarcely is warranted. Instead, it appears 
that if we are to avoid growing discontent in our indus- 
trial relations, we must liberalize our industrial order. 
Should abstract rights seem rather far removed from 
such concrete questions as wages and hours, let it be 
remembered how many strikes have been fought over 
union recognition, over the demand, in some form, that 
the employes be given a greater voice in the government 
of the business. 

As a nation, we profess to believe in democracy. 
Over a period of years we have gained considerable 
experience in the use of certain essential instruments of 
democracy. We have employed a constitution, a legis- 
lature and a judiciary with a considerable degree of suc- 
cess in governing our relations with one another as 
citizens. In view of our belief in democracy, our prac- 
tical experience with its methods and the success we 
have enjoyed with it as citizens, it seems logical that we 
might consider the adaptation of these same instru- 
ments as a possible means of developing a rational and 
orderly government of our industrial relations. 

The suggestion that we need more democracy in our 
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industrial life should not be interpreted as a proposal 
that we attempt to establish pure democracy in industry. 
It is doubtful that any but the most radical employes 
would advocate the ruthless destruction of property 
rights which such a step perhaps would require. We 
might, however, substitute for the autocracy we now 
have a constitutional government which would preserve 
capital and property, and at the same time measurably 
improve the position of the employe. As a matter of 
fact, moving in this direction might well enhance exist- 
ing property values, through the development of greater 
co-operation. 

What would be the nature of the “constitutional 
monarchy” which might be developed to govern our in- 
dustrial relations? Three of its four principal features 
would be those instruments which have served so suc- 
cessfully in the development of our civil government, 
namely, a constitution, a legislature, and a judiciary. 
The fourth feature would be recognition of the employ- 
er’s right to reject any article proposed for the consti- 
tution which, in his sober judgment, jeopardized the 
property he had invested in the business. 

Consider how much a constitution could contribute 
toward bettering the relationship between employer and 
employe. Suppose two men agreed to form a partner- 
ship to conduct a business, yet failed to specify how 
they would divide the profits of that business. It is 
easy to picture the controversies which would develop 
under these circumstances, and how much the business 
would suffer in consequence, especially if one of the 
partners insisted that he should make all the decisions, 
and that he was to be the sole judge of how the profits 
were to be divided. Today, the relationship between em- 
ployer and employe is comparable to that which would 
develop under the circumstances just described, and for 
similar reasons. Employe and employer represent a 
partnership. While they must work together for their 
common good, there is a definite and unavoidable con- 
flict in their interests over how the proceeds of the busi- 
ness shall be divided. Yet there never has been specified 
a satisfactory and rational basis for determining how 
earnings shall be divided between profits and wages, or 
how any of the other disputes arising from the conflict 
in their interests shall be settled. As a result, the rela- 
tionship too often is characterized by doubt, uncertainty 
and downright distrust. 

Much of this bad feeling could be eliminated and con- 
siderable confidence developed by establishing a set of 
fundamental principles, to be observed by both parties 
in the settlement of any disputes arising between them. 
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The establishment of these fundamental conditions, in 
the form of a constitution subscribed to by both would 
provide the foundation for a sound government. And 
the agreement of management and labor to be guided 
by these fundamental precepts in handling their disputes 
would not only eliminate considerable doubt and dis- 
trust,—it would promote an understanding and sense of 
obligation on the part of both which are notably lacking 
today. 

It would be foolhardy, of course, for any individual 
to attempt to specify the contents of such a constitution. 
There are, however, certain generalizations which can 
be made concerning its nature. First, a separate constitu- 
tion would need to be drawn for each company. There 
are many reasons for this, chief of which is that to be 
effective a constitution would need to conform to the 
signer’s capacity to live up to it, and, of course, there 
are vast differences between companies in respect to 
their financial ability and social development. Second; 
any such document should represent the joint efforts of 
both employer and employe. Third; the constitution 
adopted should be binding on both employer and em- 
ploye for a definite period of time. 

Though the formulation of even the initial constitu- 
tion would require the services of many minds for con- 
siderable time, the subject matter of some of its articles 
seems fairly evident. 

1. The right to bargain collectively. This right, to be 
sure, has been embodied into federal law in the Wagner 
Act. The existence of this statute, however, does not 
by any means insure acceptance of the principle of col- 
lective bargaining by employers. On the contrary, the 
evidence seems clearly to indicate that employers in gen- 
eral are opposed to the type of collective bargaining 
fostered by the Act. There are ample grounds, to be 
sure, for criticism of the Wagner Act on the score of 
inadequacy and bias. Yet, until the employer is willing 
to give positive and co-operative support to collective 
bargaining in some form, there can be no sound basis 
for settling our industrial relations problems. The in- 
sistence on the part of some industrialists that they will 
continue to bargain only individually with their employes 
is indefensible from the standpoint of both realism and 
fairness. 

2. The right to bargain individually. Equally inde- 
fensible is the position taken by certain of our labor 
leaders, that individual employes not only be obliged to 
sign over their bargaining rights, but be compelled to 
pay a fee for the privilege of doing so as well. There 
are, to be sure, practical considerations which support 
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the Wagner Act’s provision that there cannot be two 
collective bargaining agencies for the same group of 
employes. The temporary subordination of the minority, 
however, is a different matter from its complete sub- 
jugation. The closed shop represents a violation of the 
rights of minorities and individuals utterly contrary to 
the very spirit of our form of government. 

3. A basis for determining wage rates. It is doubtful 
whether the typical employe ever has a complacent at- 
titude toward the matter of wages. When business is 
bad, he worries whether his pay will be cut. When busi- 
ness is on the up grade and he learns about increased 
rates elsewhere, he thinks he ought to have a raise. Nei- 
ther state of mind makes for co-operation; both have 
been the cause of strikes. Hence, employer as well as 
employe would have considerable to gain by establishing 
a basis for determining wage rates. 

An employer, by way of illustration, might pledge 
himself to revise wages annually, in conformity with 
prevailing rates in the community and agree to establish 
a definite method for determining existing wage levels. 
He might, in addition, agree to adjust rates in con- 
formity with changes in the cost of living, and earnings 
of the company. 

4. A pledge of mutual co-operation. Intangible and 
general though such a feature may appear, it neverthe- 
less would form one of the most vital principles of a 
constitution. 

No realist will contend that a high degree of co- 
operation exists between the employer and the employe 
today. The employer is too little concerned about 
wages, working conditions, security and other problems 
of vital importance to the employe. He, in turn, is too 
apt to work for his pay rather than the welfare of the 
business. Yet the employer could contribute materially 
to the betterment of these problems which worry the 
employe, and the employe, by doing his job to the best 
of his ability, could contribute substantially to the suc- 
cess of the business. 

The constitution would need to stress the mutuality 
of interest which exists between the employer and em- 
ploye, emphasize that intelligent co-operation on such 
matters is essential to increased profits and wages, and 
pledge both to help the other on his particular problems. 

5. Recognition of length of service. The notion that 
mere occupancy of a job over a period of years gives a 
man property rights in a job, which exists bv virtue of 
capital invested by someone else, does not fit in very 
well with our ideas of capitalism and competition. 
Neither of those twin philosophies, however, precludes 
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showing consideration for the person who has devoted 
years of service to a given organization. Deliberate 
consideration of length of service in connection with 
lay-offs, promotions, vacations, preferred shifts and 
other such matters have advantages to the employer as 
well as the employe. Such recognition for length of 
service—with due regard for competence—would cater 
to the desire for prestige and security which is funda- 
mental in almost everyone. The morale which could 
be built up by these means should be of no small value 
to any business. 

6. Job Security. The fear of losing one’s job is not 
confined to incompetents and the workers in unsound 
companies. It is a recurrent nightmare to all but the 
most complacent employes. Since fear and worry sel- 
dom stimulate people to give their best efforts, minimiz- 
ing this worry should be advantageous to all concerned. 

There are at least two steps open to the employer—in 
addition to specifying the basis for lay-offs already 
mentioned—which would tend to allay this fear. One 
would be to insure the employe that he would not be 
deprived of his job without just cause. This pledge 
could be given force and reality by agreeing to provide 
the equivalent of trial by jury for anyone who felt he 
had been unjustly deprived of his job. At first glance 
this proposal may seem too much like asking the em- 
ployer to place himself at the mercy of the faulty and 
sentimental judgment of those whose experience and 
understanding is limited. When it is remembered, how- 
ever, that the employe is now at the mercy of the er- 
roneous and prejudicial decisions of petty superiors, the 
matter appears in a somewhat different light. After all, 
should an employer demur at the idea of showing just 
cause for depriving a man of his livelihood? Those 
employers who have been willing to provide some form 
of trial by jury, and have intelligently co-operated in 
making the system work, have little cause to complain 
of the judgments rendered by the employes. Such men 
frequently are more severe in their judgment of a fel- 
low employe than the employer. 

Another contribution to job security would be to 
make some provision for those who might be replaced by 
machines. Finding work for men whose jobs have dis- 
appeared because of mechanical improvements isn’t 
merely a question of showing decent consideration for 
a man’s skill and service. It is a very practical and 
complicated socio-economic problem as well. Certainly 
the employer who creates this problem, who knows the 
man, who has profited from his labor, who has jobs 
at his command, should contribute both thought and 
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money to keeping such a man a useful member of 
society. A pledge to re-train machine-displaced men 
for other jobs, or in the event that is impossible, to pro- 
vide a dismissal wage based on length of service, would 
add appreciably to the worker’s sense of security. 

7. Sincere and competent consideration for the health 
and comfort of employes. Employers have been so en- 
grossed in making a profit that they have given all too 
little thought to the health and comfort of their work- 
ers. State laws were required to get guards on thou- 
sands of dangerous machines, and ventilators to remove 
noxious fumes. Truck drivers sat in open cabs for 
years after passenger cars were enclosed, and many 
still are without heaters in cold weather. Unhealthy 
and uncomfortable working conditions, which go un- 
hecded by the employer though many could be cor- 
rected at little or no cost, lower morale and efficiency 
and create resentment. Every employer should obligate 
himself to make working places and conditions as safe 
and convenient as a due regard for operating costs will 
permit. In return for this consideration, he probably 
could count on increased helpfulness and better morale 
from his employes. 

8. Legal Responsibility. A constitution containing 
articles dealing with these and other matters would be 
of little value unless it were legally binding. Without 
the force of law to back them, it is doubtful whether 
the rights so established would be sufficiently tangible 
and certain to inspire responsible interest. 

Many are certain to object to such a proposal on the 
grounds that it is too one sided. They will point out 
that any such contract would bind the employer, but not 
the employe, since organizations of the latter are neither 
reliable nor legally responsible. All this is true. It 
also is true that some employers, through broken prom- 
ises and chiseling of various kinds, have set employes 
a very poor example of reliability. Even more sig- 
nificant is the fact that employers who have refused to 
take the lead in developing better industrial relations 
are daily being forced to sign contracts which are one 
sided in the extreme, with labor organizations which are 
not only unreliable, but are callously committed to il- 
legal practices. When he signs such a contract, the 


employer makes a written admission that he has lost 
his leadership, that an outsider stands between him and 
his employes, and that there is an open conflict between 
two groups within an organization whose success is 
dependent upon co-operation. Certainly a constitution, 
which places comparable obligations on both sides, is far 
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more desirable than a one-sided contract which drives 
a wedge between an employer and his men. 

A constitution of the sort suggested would still be an 
imperfect document, a most incomplete answer to the 
complex problem of industrial relations. It has this 
much to recommend it, however. It represents at least a 
partial solution to those basic characteristics of our 
present industrial relations which are at the root of so 
many of our difficulties. It would substitute a substan- 
tial degree of democracy for the autocracy which at 
present characterizes our employer-employe relation- 
ship. It would provide the basis for a rational and or- 
derly method of dealing with the inescapable conflict of 
interest between the employer and the employe. And 
at the same time it would lead to the establishment of 
machinery which could be utilized to promote the vital 
interest which both have in common—the welfare of 
the business. 

Since the rights set forth in a constitution necessarily 
would be of a general nature, there still would remain 
the task of translating these prinicples into specific pol- 
icies and agreements. The article dealing with the 
manner of determining wages, for example, would need 
to be applied in the form of an agreement specifically 
covering the wages of a given group of workers for a 
designated period. 

The application of these constitutional principles to 
specific cases would need to be the business of a joint 
congress composed of representatives of both sides. 
Such an arrangement, to be sure, has long been a feat- 
ure of employe representation plans. But the founda- 
tion provided by a constitution would place such a 
deliberative body in a different position from that it 
customarily has enjoyed. 

Characteristically, employe representatives in the 
typical “company union” were in about the same posi- 
tion as the English Parliament before the Bill of Rights 
was extracted from King John. The representatives 
could suggest and request, but seldom were in a position 
to demand, The employer was not legally obligated to 
observe any specific rights, and the employes seldom 
were sufficiently well organized to exert any pressure 
through the threat to strike. Backed by a written con- 
stitution, an organization entirely independent of man- 
agement, and with financial resources and professional 
leadership, employe representatives would be on a far 
more secure footing than heretofore. Armed with such 
a document and organization, they would be in a 
position to insist that the policies and practices of a 
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company conform to these constitutional rights, under 
threat of legal action. 

The functions of this proposed joint congress would 
combine both legislative and judicial activities. Its 
legislative responsibility would consist of making laws 
in the form of policies or practices, in conformity with 
the principles set forth in the constitution. The employe 
members thus would be privileged to propose changes 
in hours, wages, seniority rules and other working con- 
ditions. In the event it could be established that their 
proposed measures were in accord with the principles 
set forth in the constitution, the employer would be 
obligated to put them into effect. For example, let us 
assume that the constitution granted by the employer 
specified that wages would be adjusted annually in keep- 
ing with changes in the cost of living. Then, if the em- 
ployes could demonstrate that the cost of living had 
increased 10 per cent since the last annual review of 
wages, the employer would be obligated to raise wages 
by 10 per cent on the date agreed upon for wage ad- 
justments. 

Similar procedure would govern all changes in hours, 
wages, working conditions and other subjects included 
in the constitution. Should either the employes or the 
management desire to depart from existing practice or 
policy on any such matters, it would first be necessary 
to submit the proposed change to the joint council for 
approval. Management would be privileged to veto 
any proposal not covered by the constitution, and would 
not be obliged to accept any which was contrary to the 
principles set forth in the constitution. The employes 
would be obliged to accept and effect any proposition 
which the employer could demonstrate to be in con- 
formity with the constitution, and vice versa. 

The judicial functions of the joint congress would be 
comparable in principle to its legislative responsibilities. 
Both management and employe representatives would 
have the privilege of bringing violations of constitution 
or statute before this body for hearing and decision. 
Jurisdiction would be limited, as in the case of legisla- 
tion, to matters covered by the constitution. 

Most of the cases which the joint congress dealt with 
in its judicial capacity probably would originate with 
the employes. A group of them might complain that 
the conditions existing in a given department were in 
violation of the company’s pledge to show proper regard 
for health and comfort, or contrary to a specific agree- 
ment on such matters agreed upon in the legislature. 
Or a given worker might charge that he had been de- 
prived of his job without just cause. Either type of 
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charge, assuming it to be within the constitutional 
authority of the congress, would be subject to review 
and decision by that body, and that decision would be 
binding on both parties. 

This proposal that employes be granted the right to 
jointly review and overrule actions and practices of the 
management may seem a great concession to request of 
employers. Undoubtedly, it would appear in that light 
to the employes. Few commitments the employer 
could make would go so far toward establishing con- 
fidence in his sense of justice and reasonableness in 
the eyes of his employes. Many employers, of course, 
would characterize such a step as “turning the man- 
agement of the business over to the employes.” In 
actual practice, however, granting employes judicial 
review, though of immense value in building confidence 
and loyalty, seldom would be any great burden on a 
competent and conscientious employer, certainly would 
not mean turning the management of his business over 
to the employes. 

A constitution without a judiciary to interpret and 
enforce it is of little practical value. Granting the em- 
ploye a voice equal to that of the employer in passing 
judgment on interpretations and infringements of the 
constitution is as essential as the constitution itself. 

The existence of the constitution, in turn, definitely 
limits the judicial authority of the employes. They 
can pass judgment only on those matters covered by 
the constitution. Beyond that, they would have no 
authority. Moreover, if the employer should be con- 
vinced that a given decision was unsound, he could vote 
against it, and without his support it would fail to se- 
cure the majority required for passage. 

The operation of judicial review by workers under 
employe representation plans suggests that the alarms 
which many employers might feel over such an arrange- 
ment are not well founded. One particular company, 
for example, provided that discharged employes could 
appeal to the joint council, and that if the employe rep- 
resentatives in that body overruled the company’s de- 
cision, the man would be reinstated. The employe rep- 
resentatives undertook this responsibility seriously and 
aggressively. The company was even more deliberate 
and reasonable than heretofore in its discharges. The 
employes recommended the reinstatement of one man 
on the grounds that he had been unjustly discharged 
and this was put in effect at once. In another case, 
they requested reinstatement and frankly said they did 
so for sentimental reasons. This also was carried out. 
In some two dozen other cases on record, they un- 
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equivocally endorsed the company’s action, and in some 
cases expressed the opinion that the man should have 
been discharged long before. 

The proposal to give such broad legislative and judi- 
cial authority to a joint congress naturally raises this 
pertinent question: “What happens when the manage- 
ment and the employes fail to agree?” There are sev- 
eral factors which indicate that this problem is not so 
insurmountable as it might first appear. 

To begin with, the history of many of the represen- 
tation plans started shortly after the war, demonstrates 
that a high percentage of the differences which arise 
between management and men can be satisfactorily ad- 
justed by amicable discussion. Important question of 
wages, hours and working conditions were regularly 
settled through the operation of these plans. 

In the second place, the orderly and friendly discus- 
sion of common problems would promote, on the part 
of both management and labor, knowledge and under- 
standing—qualities vital to successful negotiation which, 
unfortunately, are so often absent in industrial rela- 
tions today. As anyone experienced in this field who 
is at all able and impartial realizes so keenly, a great 
many of our labor difficulties are caused by misinforma- 
tion, misunderstanding, antagonism and distrust, which 
are more the result of poor contact than of fundamental 
conflict. Because of this faulty relationship, situations, 
which in themselves are trivial, sometimes result in 
serious difficulties. A group of truck drivers, for ex- 
ample, went on strike because the foreman was playing 
favorites in alloting overtime. Had top management 
been aware of this, it would have put a stop to this 
abuse at once. But top management wasn’t on the job, 
and a costly strike was the price of the negligence. 

In such cases strikes could be avoided by the simple 
process of sitting down and talking things over. But, 
for various reasons, employes are most reluctant to 
carry these complaints to the “big boss.” And the “big 
boss” usually is so busy attending conferences and 
answering his correspondence that he has no time to 
make direct contact with the rank and file of his or- 
ganization. 

Another factor which would promote accord in the 
discussions of the joint council would be the common 
ground provided by the constitution. The fact that 
both parties had subscribed to this document would in- 
sure agreement in principle on a large share of the 
questions raised for discussion. And, as every experi- 
enced negotiator knows, agreement in principle is three- 
fourths the battle. Realism, however, demands recog- 
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nition of the fact that there would be cases where these 
representatives would divide on management—employe 
lines, and practicality demands provision be made for 
such cases. 

Matters on which the joint representatives might fail 
to agree would be of three types. One of these would 
be problems involving interpretations of the constitu- 
tion. The legislature, for example, might become dead- 
locked as to whether a change in working conditions 
proposed by management was or was not in accord with 
the constitutional provision covering this subject. Or, 
to illustrate a second type of disagreement, the manage- 
ment might insist that a pension plan advocated by the 
employes was outside the scope of the constitution. 
The only logical solution to such cases is arbitration. 

Business men have shown a marked disposition to 
shy away from arbitration and their distrust of this 
agency is not without justification. In too many cases, 
arbitrators of industrial disputes have, through lack of 
ability or disposition, or both, failed to base their de- 
cisions on a thorough and impartial evaluation of the 
facts in the case. Instead, such arbiters, when not 
markedly biased, have been disposed to assume that 
justice abode at a point half-way between the respective 
positions taken by the two contestants. Under such 
an arrangement, the employer is apt to be a rather con- 
sistent loser. A given employer, for example, might 
be paying sixty cents per hour for a certain class of 
labor, and that figure represents the top rate in that 
territory. Should his employes demand ninety cents 
and the case go to arbitration, popular arbitration tech- 
nique probably would result in a “compromise” de- 
cision of seventy-five cents per hour, or at least some 
kind of an increase. Small wonder employers are op- 
posed to arbitration under these circumstances. 

Let us suppose, however, that this same demand, with 
the same conditions prevailing in respect to rates paid 
by competitors, is made of an employer who has com- 
mitted himself in a constitution, to pay at least the 
average going rate for each job. In the first place, 
it is difficult to conceive such a case going to arbitra- 
tion, if the employer had the wits to establish, in the 
joint congress, the fact that the current wages he was 
paying were actually above the average to which he had 
committed himself. In the second place, it is even more 
difficult to imagine a man intelligent enough to be 
selected as an arbitrator to determine “what is the law” 
in such a case, acquainted with the principle govern- 
ing wages established in the constitution, and familiar 
with the rates actually being paid in the market, able 
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to arrive at any opinion other than one upholding the 
employer. For the specified functions of the arbitrator 
would be to decide whether the wages currently being 
paid by the employer were or were not in conformity 
with the provisions of the constitution accepted by both 
parties. Granted that there is room for varying inter- 
pretation of a given principle, the existence of such 
principles in writing narrows the scope of arbitration 
and provides a factual basis for its decisions. 

A third type of deadlock which might arise between 
management and employe representatives would concern 
amendments to the constitution. The employes, for ex- 
ample, might demand that the employer agree to pay 
wages 10 per cent above the average, instead of merely 
meeting the going rate. Or the employer might de- 
mand that employes work four hours longer than the 
standard week prevailing locally in the industry. Under 
present conditions, the employer could not necessarily 
be expected to submit questions of this sort to arbitra- 
tion. Neither the caliber of arbitration available today, 
nor the degree of responsibility labor has been willing 
to assume thus far, conclusively warrant an absolute 
demand that the employer arbitrate disputes involving 
an amendment to the constitution. Hence the original 
constitution might well provide for employer veto of 
amendments. , 

With such a provision, disputes over matters not pro- 
vided for in the constitution might result in strikes. 
But, though strikes would be possible under the form of 
collective bargaining outlined, their probability would 
be far less than under present circumstances. The con- 
stitution would provide an orderly and peaceful method 
of disposing of a high percentage of the situations 
responsible for industrial disputes. The process out- 
lined would develop a valuable piece of bargaining 
machinery which either side would hesitate to jeopard- 
ize by a strike. And less tangible, but perhaps more 
important, such a plan would develop a vastly better 
understanding of one another’s problems than exists 
between management and employes today. Certainly 
both management and employes would think twice before 
they risked the loss of these very substantial advantages 
by insisting on demands which might result in a strike. 

Effective collective bargaining along the lines sug- 
gested in the preceding paragraphs, of course, would 
require a strong and responsible organization of em- 
ployes capable of commanding the respect and con- 
fidence of not only the management but the employes as 
well. Unless such an organization could get results for 
workers, it could not hope for their respect and con- 
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fidence. Unless it could demonstrate the soundness of 
its demands and its ability to carry out its commitments, 
it could not command the respect and confidence of the 
management. In order to enforce both its demands and 
its agreements, such an organization would need to 
have the genuine support of a substantial majority of 
the employes, money in its treasury, a keen sense of 
responsibility for the welfare of the business, and an in- 
telligent understanding of the practical problems of the 
industry. In other words, it would need to possess 
courageous, honest and intelligent leadership. 

Just what form this organization should take is, to 
be sure, a controversial question. In view of the 
current dissatisfaction with existing labor organizations 
on the part of many, and the fact that the employes 
of many corporations are still unorganized, it would 
seem that the ultimate labor organization has not 
yet been evolved. Without attempting to prophesy 
just what this evolution will be, it seems safe to say 
that if we are to improve the lot of the employe by 
democratizing industry from the standpoint of man- 
agement, then any labor organization which fits into 
this scheme of things will likewise have to be demo- 
cratic in nature. Certain features of such an organ- 
ization seem fairly clear. This bargaining agency, for 
example, should: 

1. Commit itself to the orderly process of constitu- 
tional government as a means of collective bargaining, 
rely on the legal enforcement of contracts obtained by 
this process, and renounce threat and force except as a 
last resort. 

2. Make itself legally liable for the execution of its 
contracts. 

3. Represent the majority of employes and provide 
adequate representation for all types of employes. 

4. Rely on education and accomplishment to secure 
and maintain the support and affiliation of employes, 
and renounce intimidation, coercion and undue influence 
as a means of promoting membership, thus recognizing 
the right of the individual to bargain as an individual. 

5. Provide for the election of officers by secret 
ballot, these elections to be supervised by an independ- 
ent, non-partisan agency. 

6. Collect dues, sufficient to provide salaries adequate 
to secure the services of leaders capable of dealing 
effectively with the management, and to build a reserve 
for emergencies. 

7. Make the chief executive of this organization 
independent of management, but responsible to an 
executive committee, selected by the members. 
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8. Make public accounting of all funds. 

9. Exclude management from any representation or 
control over the organization. 

10. Agree to uphold the constitution which it has 
helped make and has subscribed to during the legal 
life of that document. 

Many questions, of course, may be raised concerning 
the nature of this employes’ organization. Will it be 
organized along craft, company or industrial lines, or 
a combination of all three? What relationship, if any, 
should there be between the organized employes of 
various concerns and industries? Where do the re- 
quired leaders come from? Questions of this nature, 
however, seem incidental to the major problem; “What 
shall be the basis of the relationship between employer 
and employe?” 

Today that relationship too often is based on either 
one of two false assumptions. In some cases it is the 
premise that the interests of the employer and employe 
are in complete harmony, which usually means that the 
rights and problems of the employe are shown too little 
’ consideration. In other instances, the relationship is 
dominated by the assumption of such an acute conflict 
of interests between the employer and employes that 
too little regard is shown for the welfare of the 
business. These false assumptions, plus the past be- 
havior of both management and labor, have created an 
attitude of distrust and antagonism between the two 
groups, which has been of genuine disservice to both. 

The plan which has been outlined in no sense pre- 
tends to offer a complete answer to all our industrial 
relations problems. All that this article attempts to do 
is to suggest a basis for an approach to a solution. 

Should an employer subscribe to a plan for collective 
bargaining such as has been outlined it would represent 
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an admission that there is a conflict of certain interests, 
that the employer is obligated to assist in the solution 
of employes’ problems, and that the employe is entitled 
to a voice in the management of certain aspects of the 
business. Should employes subscribe to such a plan it 
would represent an acknowledgment on their part that 
they share responsibility for the welfare of the business, 
and that any substantial increase in earnings and im- 
provement in conditions for the majority of employes 
can be realized only through the increased productivity 
of business. Certainly these concessions, the mutual 
subscription to fundamental principles for promoting 
their common interests and settling their conflicting 
interests, would develop attitudes on the part of both 
which would be far more favorable to the solution of 
our industrial relations problems than the attitudes 
which characteristically exist today. 

The chief instruments of democratic government— 
constitution, legislature and judiciary—have served us 
well as a means of governing our civil relations. All 
of us—employers, employes and labor leaders—pre- 
sumably believe in democracy. We have faith in 
democratic institutions, and a genuine desire to make 
democracy work. This article simply proposes that 
we, who believe in democracy, approach our industrial 
relations problems with the same methods, convictions 
and faith which have enabled us to work out so success- 
fully our relations as citizens. Sound constitutional 
government in the field of industrial relations, of 
course, cannot be developed over night,—but once 
employer, employe and labor leader agree to apply the 
fundamentals of constitutional government to our in- 
dustrial relations—we at least shall have established a 
sound basis for an approach to the solution of these 
problems. 
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Notes on Governmental and Industrial 


Administration in a Democracy 


By MORRIS LLEWELLYN COOKE 
Consulting Engineer, Philadelphia 


HROUGH the centuries our race has been so 
occupied with seizing power from its masters and 
devising constitutional formule for retaining 

hard-won liberties that little attention has been paid to 
developing a science for administering and energizing 
popular government. About fifty years ago Woodrow 
Wilson, then teacher of history in Bryn Mawr College, 
wrote “The science of administration. . . is a birth of 
our century, almost of our own generation .... Up 
to our own day all the political writers whom we now 
read had thought, argued, dogmatized only about the 
constitution of government” but, he commented, “it is 
getting to be harder to run a constitution than to frame 
one.” And then with splendid foresight he added “The 
Democratic State has yet to be equipped for carrying 
those enormous burdens of administration which the 
needs of this industrial and trading age are so fast 
accumulating.” ? 

Recognizing the bearing of these observations on 
current problems, it seems appropriate to discuss before 
this audience certain principles of administration ap- 
plicable alike to government and to industry as they 
both condition our social welfare. 

Government is a conception different from industry 
and of a higher order, and yet there is a decided paral- 
lelism in the way both make their impact on our social 
order. It is my theory that in the adoption of tech- 
niques both must increasingly reflect ultimate social 
objectives. Neither government nor industry is an end 
in itself. Only as they minister to the well-being of 
society are they justified. 

It is interesting to note the current widespread effort 
to subject administration to critical analysis and, 
through discussion, to develop sound theories, useful 
definitions and acceptable practices. Every field of 
human endeavor is subject to these periodic attacks of 
the organizers. When the analyses are sanely con- 


1 Address at the Commencement Exercises of The American Uni- 
versity, Washington, D. C., June 6, 1938. 


2“The Science of Administration,” by Woodrow Wilson, Political 
Science Quarterly, 1887. 


ducted by competent authorities, each such sortie leaves 
the area better understood and perhaps better organ- 
ized. But any such efforts will fail if fundamental 
conditions are such as to make rational organization 
impossible—if the dominating practices are out of 
harmony with the long-time drift toward efficiency and 
economy in the service of mankind. 

I am not speaking to you tonight as to members of a 
political party, nor of a religious faith, nor even as 
bread-winners. Rather I am thinking out loud to a 
group of citizens of the Republic, devotees of the 
nascent and yet promising art and science of adminis- 
tration and management, each of us holding a brief for 
the grandest of all clients—human society. Our ad- 
ministrative problems become all the while more com- 
plex as well as increasingly worthy of our attention. 
Government has more to do than heretofore and its 
agencies are bigger and more important. It is my pur- 
pose to suggest a few common denominators of action 
applicable both to government and to industry finding 
their warrant in practices already recognized as essen- 
tial to good organization. 


Need for More Democracy 


First, we need a greater degree of democracy both in 
government and in industry if they are to serve 
populations desiring to lead democratic lives, as con- 
trasted with lives some few of them privileged and the 
remainder unprivileged in varying degree. In this con- 
nection I would have you note particularly the increas- 
ing tendency toward the overestimation of the top man 
in all organizations, whether it be the President of the 
Republic, the general manager of almost any industrial 
plant or the foreman on a road gang. Overrating our 
leaders both stultifies and burdens them and, perhaps 
of even greater importance, detracts from the essential 
dignity and status of everybody below. The theory 
seems to be that there is in every organization, in the 
U. S. Government for instance,—and I now quote from 
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a leader of thought in this field—‘a supreme co-ordi- 
nating authority (which) operates throughout the whole 
structure of the organized body.” This is nonsense. 
There are, of course, in any organization dominant and 
lesser directing functionaries as distinguished from per- 
sons with arbitrary powers. But authority — even 
policy—operates throughout an organization as does 
water flowing from springs originating at many points 
and located at different levels. 

Except on rare occasions government and industry 
operate under “The Illusion of Final Authority”’—not 
recognizing, as Mary P. Follett has pointed out, that 
authority as contrasted with command in military par- 
lance must be functional and that functional authority 
is but the counterpart of a very definite functional 
responsibility. The capacity for leadership implies a 
generous acceptance of functional responsibility. This 
capacity is developed by encouraging in every one the 
maximum of appropriate responsibility. Knowing how 
thus becomes the essence of authority. Under modern 
democratic organization authority should stream up 
from those who command the local facts quite as much 
as down from those who, because of position, are com- 
pelled to make final and inclusive decisions. “An 
executive decision is only a moment in a process. The 
growth of a decision, the accumulation of authority, 
not the final step is what we most need to study.” The 
leader should constantly be at pains to minimize his own 
job in order to emphasize the importance of others— 
especially of those in the organization whom he out- 
ranks. 

Contrary to popular impression, and to much pro- 
fessional belief, authority is a power to make decisions 
which can not be delegated without regard to the job 
to be performed. “The conception of authority as be- 
longing to function,” Miss Follett has said, “should do 
away with the idea widely held that the president 
‘delegates’ authority .. . . Authority belongs to the job 
and stays with the job.” Therefore, co-ordination in 
any deep sense means not only the interweaving of 
functions, but also the interweaving of responsibilities 
and their complementary authorities. When I read of 
a “co-ordinator” being set up, I am reading a confession 
of failure in organization—of after-thought rather than 
of fore-thought. Continuous authority does not flow 
from co-ordination but rather from the form of organ- 
ization. 

Even in government—supposedly operated largely by 
law—only a small proportion of the acts of individuals 
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is covered in detail by delegated authority, as by the 
law itself or other written instructions. Even this small 
percentage grows less. Much that is vital in authority 
eludes description or is actually dissipated in the process 
of being detailed through words. 

Good administration of course must insist that within 
fairly rigid limits every holder of an office—public or 
private—act within the written word which applies. 
But even the most competent cabinet officer cannot live 
up to the assumption made by all legislative bodies that 
heads of departments actually know every detail per- 
taining to their departments. When an organization is 
large no one man can know even the organization in 
detail if he is to get anything else accomplished. It is 
impossible to build an effective organization on the 
false assumption that the top knows all and orders all. 

Miss Follett has pointed out how control through 
possession of the facts is superseding personal control 
in many areas. Taylor expressed much the same idea 
when he said, “In the past man has been first; in the 
future the system must be first.” Person makes this 
read: “In the past the executive as an independent 
individual has been first and he has directed according 
to guess and his individual whims; in the future the 
system must be above individual whim or guess.” Per- 
haps substituting “organization” for “system” in both 
these quotations improves their appeal. 

But, in fact, neither “system” nor “organization” 
takes notice of new loyalties which are beginning to 
make themselves felt in American life. Not so long 
ago, the entrance for a season of men of substance and 
standing into the public service was held to involve sac- 
rifice, and the impression was created that a gratuity 
was somehow being passed to the public. Similarly, 
when an industrialist took an interest in the welfare of 
his employes he was supposed to have departed from an 
accepted pattern and to deserve special commendation. 
These diversions were apt to provoke the cynical ques- 
tion: “Are such services appreciated?” More and more, 
service to the public is a coveted end in itself rather 
than a capstone to a successful private career. Simi- 
larly, satisfactory personnel relations are becoming in- 
tegral to every industrial enterprise commanding public 
respect. The best American thought thus recognizes 
a closer interweaving of interests between the constitu- 
ent elements of our common life. 

Special areas have been cited in which fact control 
has been developed, such as budgetary control, in- 


ventory control and cost control. An adequate merit 
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system would be a control of the same general char- 
acter. This area of impersonal control must be broad- 
ened. I know of no other development which would 
have a more beneficial effect on our political life. When 
we set up a factual standard, to control governmental 
or industrial action, we not only check self-seeking in- 
fluences but we make possible a more intelligent public 
opinion. Only through the quickening of research can 
democracy equip itself to produce these fact controls 
in ever increasing volume. As long as we have a party 
system of political control we shall have practical pol- 
itics. Even though in low moments we are tempted to 
deprecate the fact, it is futile to do so. The problem is 
to confine the less alluring aspects of partisan politics to 
ever narrowing areas. 

The higher the position the greater the time that 
should be allowed to the incumbent in which to think 
and to act, in accordance with his own convictions as to 
the proper use of his time. Otherwise there is danger 
of his acting largely in response to fortuitous circum- 
stance. Perhaps if our top men would organize the 
work entrusted to them so as to have more time to 
think, we would get away from what is frequently a 
mad scramble for size. More effort then could be put 
on increasing the quality of service. The size of ap- 
propriations and the number of workers involved are 
sometimes quite misleading gauges of social value. We 
must rid ourselves of the idea almost universally held 
that smaller appropriations and reductions in the staff 
are necessarily signs of decay. 

The other side of this whole picture of executive 
functioning is that insofar as the top is assumed to 
know all and direct all there is little in the way of rec- 
ognized responsibility for those below. Whatever “the 
front” that may be considered necessary, we all know 
that the best administrators do study to break down de- 
pendence on the top and to have each unit accept and 
act on its own appropriate responsibility. The fact 
that this frequently can not be admitted, causes some 
of the more forceful to seek their professional satis- 
factions outside the compensated service. 

One of the great tasks of democracy then is to teach 
people at every level to assume responsibility and act 
with the authority that always belongs to it. The public 
comes quite naturally by its attitude of overestimating 
the top man. We humans are still too much under the 
illusion that the physically strong head of the tribe is 
still with us. This makes all sorts of spectacular 
“build-ups” easy for the superficial and incompetent. 
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Bulkheads 


A further major step in this urgent problem of es- 
tablishing a closer relationship between government and 
industry, and the society they both serve is needed. We 
must break down all barriers which prevent understand- 
ing and sympathy, and which are quite the rule even 
among different parts of the same organization. It is 
just as possible for groups as for individuals to lead 
isolated lives. Right here in Washington there are 
highly efficient agencies—some of the best—which 
make no effort to keep in touch with organizations out- 
side themselves. 

In the Navy ships were formerly rated according to 
the thickness of the “bulkhead” which separates the 
quarters assigned to junior and senior officers. If 
there was an interested and friendly association be- 
tween the two groups the “bulkhead” was said to be 
thin. Where the senior officers were formal and stood 
on the prerogatives of rank the “bulkhead” was said to 
be thick. We have the equivalent of this attitude 
throughout government and industry. We get nowhere 
by citing historical reasons for it. Insofar as it exists 
it is a weakness. Every new study of biological organ- 
isms reveals a further dependence of one part on every 
other—a more intricate interplay of forces. Man him- 
self is the star example of this interdependence of 
parts. 

This effort toward a closer relationship between 
different parts of a single enterprise has been discussed 
under the term “horizontal integration,” in contrast 
to the vertical relationships inherent in the hierarchical 
or military type of organization—the type usually 
shown on organization charts. Henry S. Dennison has 
suggested a “chart” in the form of a globe with hori- 
zontal and vertical relationships following the surface 
as well as cutting through. Such a conception provides 
for great variety in relationships, and is more realistic 
in that it keeps us from thinking of organization too 
largely in straight lines. Further, it avoids any stress- 
ing of the distinctions between top and bottom and 
makes all hands face the fact that top men are not 
necessarily the most important. 

Taylor’s functional foremanship was a revolutionary 
step in horizontal integration. It demonstrated the 
benefits to machine shop craftsmen which result from 
taking instruction from eight different individuals on 
such matters as speed, sequence of operations, repairs 
and discipline. Scientific Management has demolished 
many such bulkheads. The recommendations of the 
Great Plains Committee covering interdepartmental 
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relationships in the field® illustrates the opportunities 
for new varieties of co-operation once the vertical con- 
trols are eased a bit. 

Before government and industry can co-operate with 
society effectively, and in turn be understood and appre- 
ciated by it, there must be developed these techniques 
of internal understanding and solidarity along horizon- 
tal lines, which are the very antithesis of the hierarch- 
ical. Sir Henry Bunbury, a leading English authority 
on public administration who recently visited Washing- 
ton, holds that we cannot estimate the gain in this 
direction until the great body of public employes adopt 
the day-to-day habit of interdepartment, interbureau 
and intersection interest, understanding, sympathy, and 
co-operation. 


Improving Relationships with the Public 


My third common denominator suggests that both 
government and industry must entertain a keen desire 
to be understood and appreciated by society, and hold- 
ing that thought, build up practices which favor it. We 
have gone way beyond “the public be damned” days. 
But government and industry never quite get the idea 
that they are only means to an end. In our contacts 
with the public we must put our best foot forward 
primarily because the first impression is the most en- 
during. Whether at the telephone exchange or at the 
front door, place intelligent people trained to meet the 
public pleasantly and competently. Just don’t give 
people a chance to go back home and say they were 
“shunted from pillar to post.” Such are the practices 
of dumb-bells—not of Scientific Management. 

Also, we must reverse the attitude toward complaints. 
The public looks very numerous to the normal official. 
There is an easily understood dread of encouraging 
correspondence. My experience, however, suggests 
that we should not only welcome complaints but should 
make it as easy as possible for them to be made. There 
is generally some lesson to be learned from complaints. 
In human relations one does not build up understanding 
until the grouches have been liquidated. When I be- 
came Public Works Director in Philadelphia after a 
somewhat lax administration, we advertised widely for 
complaints—offered prizes for them—and secured 
100,000 in a few months. Subsequently, however, the 
Department received its first crop of appreciative letters. 

A large part of the problem of satisfying the public is 
that of getting inquiries promptly to the one individual 


3 Sce “‘The Future of the Great Plains,”’ a Report of the Great Plains 
Committee, Government Printing Office, 1936. 





Vol. III, No. 4 


who has the answer. Would it not develop esprit de 
corps and make the average citizen more appreciative if 
some such sign as this could be prominently displayed :— 

“This agency is financed by the people of the United 
States and their welfare is its sole objective. We want 
to do a good job. Whoever you are reading this 
sign—possibly a citizen seeking assistance—help us to 
do a good job. This means allowing us to route you as 
speedily as possible to the one person in our organiza- 
tion who has the information needed for the expeditious 
and satisfactory handling of your particular business, 
We are interested in having you leave this building 
satisfied and in a position to say a good word for this 
agency. If we fail, a line to the head of our organiza- 
tion will be appreciated. We shall doubtless profit by 
such help. (Signed) The Staff.” 

Here the word “Staff” has about the significance of 
the expression “The Captain, Officers and Crew” used 
in the Navy to describe the whole ship’s company. 

Pending yet-to-be-developed radio and movie tech- 
niques, perhaps the most effective avenue of under- 
standing with the public is the typewritten and printed 
page through which correspondence and reporting is 
carried on. Format, typography, illustrations, paper, 
and a hundred and one other factors help or hinder. 
But of the greatest importance is the degree to which 
we get away from the professional patter of the special- 
ist and the cocksure attitude of those who always know 
just what is best for the other fellow. A friend of 
mine writing a Resettlement handbook to be used in the 
Kentucky mountains took counsel with one who was 
to use it and was told, “Dey doan need your words fo’ 
dese things! ! Dey got dere own words fo’ em. Dey 
ain’t never gonna learn yo’ words.” The influence of 
the usual type of government publication is very limited. 

The usual attitude is to view such matters as rel- 
atively unimportant in the whole scheme of things. But 
if government and industry are to acquire a more in- 
clusive understanding of the possibilities of their 
service to a democratic society, much of it will come by 
some such techniques as have been suggested. 


On the Giving of Testimony 


As a fourth point in our discussion: if government 
and industry are to fulfill their respective functions 
they must secure the regard of the discriminating. For 
this reason I believe that in a very real sense it is up to 
those of us who serve government and industry to 
remind our public, by words and acts, that in either 
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sphere most of us mean well and are honest. Of course 
we have some rotten politics just as we have some 
crooked business. There is too much of both. Society 
provides jails for offenders, but this is really testimony 
as to its health—not at all an admission that the social 
fabric is honey-combed with evil. So to admit a per- 
centage of graft in politics and of crookedness in 
business is to face facts rather than to damn our po- 
litical and business systems or to give aid and comfort 
to the guilty. To say that “all politics is rotten” not 
only gets you nowhere, but it is not true,—and further 
it is thoroughly demoralizing. 

Through a quarter of a century I have had intimate 
and continued contacts with municipal, state and Fed- 
eral administrations which have been competent, so- 
cially-minded, and ethically considerably above com- 
monly accepted standards. No one could ask for more 
inspiring associations. If crookedness comes our way 
let us try to “scotch” it. But let us not permit the fact 
that there are crooks lend too much color to our lives. 
That is what the crooks in government and industry 
would have us do. It is terribly anti-social. Emphasize 
the fine things rather than the drab ones; not because 
it is either pleasant or tactful so to do, but because it 
is the formula by which the race has always gained new 
heights. ; 

And now let me enter a plea that you, who through 
academic associations have come to respect truth and to 
love your country, do everything in your power to keep 
alive the splendid American tradition of action and the 
capacity for it. Our democracy, to survive in a dic- 
tator-torn world, must be dynamic. There is much in 
our modern life which inhibits action whether by in- 
dividuals or groups. At times Democracy itself seems 
stymied. Having this situation in mind, I have staked 
out my talk in four areas in which action by almost 
any individual in an audience such as this is both pos- 
sible and desirable. 

Finally, we may well hold that all our present admin- 
istrative techniques are relatively primitive and tenta- 
tive. How could it be otherwise if the science of 
administration is a birth of recent generations. Any 
given practice should be adhered to only as long as it is 
able to stand up against rigorous tests. All organization 
whether governmental or industrial must be considered 
as in a constant state of flux, ready to be molded and 
remolded for the ever more efficient service “of a 
people who are free and who by God’s help intend to 
remain free”—free politically and free industrially, 
and above all spiritually free to the end that each in- 
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dividual may benefit by all the regenerative winds that 
blow. 





A LETTER ON MEASURED DAY WORK 


June 18, 1938 
Editorial Committee, S. A. M. Journal, 
29 West 39th Street, 
New York, N. Y. 


GENTLEMEN : 


In March of this year, the JourNAL printed an article, “Re- 
cent Developments in Wage Incentives,” by Professor Charles 
W. Lytle. 

In the tenth section Professor Lytle discusses ‘Measured” 
Day Work. The quotation marks are as he placed them and 
this seems to discredit Measured Day Work as a wage in- 
centive plan. 

This he has a perfect right to do, provided his criticism is 
based on a factual conception of Measured Day Work. 

Instead, Professor Lytle sets up what seems to be his own 
idea of Measured Day Work, then proceeds to discredit a plan 
which is only a distortion of it, but which he has wrongly 
termed Measured Day Work. Actually, Measured Day Work, 
as practiced by its protagonists, is a refinement of the com- 
monly known direct incentive on production. The best tech- 
niques of time and motion study are utilized to the fullest 
possible extent. 

Further, it recognizes the fact that the worth of an employe 
is seldom contingent on productivity alone. It therefore pro- 
vides a balanced plan for rating a worker’s value by consider- 
ing not one, but four factors. It fixes hourly rates by giving 
added inducements above the base rate and determined for each 
employe, based on his own productivity, quality of work, de- 
pendability and versatility, as measured over a relatively long 
period. Thereby the worker is given a fixed hourly rate during 
such period, rather than a rate which may fluctuate every week. 

Recognizing that quantity output, as it affects long-range 
production costs, is not the complete measure of a worker’s 
value to his company, Measured Day Work also takes into 
account such factors as spoilage and quality. Quite often there 
are greater realizable savings through spoilage and quality 
control than through the control of output. 

In addition to productivity and quality control, Measured 
Day Work considers a third factor, versatility. An employe 
who can and will do several kinds of work can save his em- 
ployer money, particularly in slack periods and in job shops. 

The fourth factor taken into account under Measured Day 
Work is dependability. As here used, it refers to a number 
of additional characteristics which, if possessed by an employe, 
increases his value to an employer. Among them, the follow- 
ing might be listed: 

The tendency to remain with a company, thereby cutting 
down the labor turnover. 

Punctuality. 

Regularity of attendance. 

Co-operation. 

A careful safety attitude. 

A good personal attitude. 


(Please turn to page 148) 
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HE Standard Dictionary defines a profession as 

“an occupation that properly involves a liberal 

education or its equivalent, and mental rather 
than manual labor.” I believe that the concept of man- 
agement puts it quite definitely into the professional 
class. Taking for granted, therefore, that we are all 
agreed that management is a profession, it is my pur- 
pose briefly to examine the management situation, see 
to what degree professional consciousness has been 
developed, and lastly to suggest how we can achieve 
a larger measure of it. 

Today, there is no escape for the executive, who 
would keep his head above water, from the realities of 
the economic system under which he operates. And sad 
to relate, the pattern of this system is scrambled and 
confused. We have neither free competition nor unre- 
strained monopoly. Yet today’s executive must adjust 
himself to this state of affairs or fold up. 

He must be alert to the general social and economic 
changes ; in the day-by-day possibilities of improvement 
in his own particular business. He must attempt to an- 
ticipate trends. 

In order to do this he must be a student of economics 
and have all the information possible about his own 
business—and the industry. Now there have been 
brilliant administrators who have been able to guess 
rather well, but by and large such guesswork results in 
failure. The manager who acts professionally bases 
decisions on facts and the receipt by him of these facts, 
in the form of reports, presumes the existence of a 
well-managed organization. Indeed these reports in 
themselves often presage the decision the executive will 
have to make. 

All too frequently the term “management” is loosely 
applied and has no professional significance whatsoever. 
If a bad guess is made it is called “bad management” 
and if a good guess—“good management” whereas no 
management has been used at all. This in a way 
indicates the seriousness of the lack of standard termi- 


nology and nomenclature which hinders the acceptance 
of management as a profession. 

For instance, administration has to do with policy 
making whereas management has to do with the carry- 
ing out of these policies, that is, executing them and 
being responsible for their proper fulfillment. Yet the 
term “management” has been used loosely to designate 
people in both these groups and these have a wide 
variety of titles. Functionally, these people are those 
who are responsible for the direction of business enter- 
prise and we think of them formulating, determining, 
and executing the policies relating to business conduct. 

There are many who hold that management is not a 
profession, but an art, and still others who hold that it 
is neither. However, management took on professional 
aspects when organized courses of instruction were 
developed to train men for positions of responsibility 
in business and industry. 

A diversified and thorough training job can best be 
done by well-organized educational institutions. If an 
executive grows up in a large company his training 
usually is one-sided and present-day problems confront- 
ing the executive demand a _ well-rounded training 
besides the specific knowledge necessary in a particular 
business. 

Institutions which specialize in training executives 
have acquired a broad fund of knowledge over many 
years of close study of diverse research and practical 
problems. The young men who are being trained in 
these institutions for professional careers in business 
or industry thereby acquire a distinct’ professional 
consciousness. 

A professional consciousness in management may 
embody three concepts: 

1. Ethical—improving the integrity and business re- 
lationships of those identified with the management 
movement. 

2. Social responsibility—creating an attitude of mind 
which will bring about a greater social responsibility 
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on the part of those who are engaged in management. 

3. Special interests—organization in associations, 
etc., for the protection and perpetuation of special in- 
terests and advantage. 

On the basis of these factors, it is easy to build a 
kind of professional consciousness, for each member 
of the group is not only vitally interested in the activ- 
ities of others in the work, but is possibly greatly 
affected by them. For example, mechanical engineers 
everywhere have similar training and the exchange of 
information in relation to the tools and the conduct of 
their profession is for them a unifying influence and 
builds a feeling of solidarity. Similarly, the American 
Bankers Association provides a forum for discussing 
problems common to bankers. Both of these groups 
may be logically interested in the problems of a retail 
store manager, but neither regards himself as identified 
with the latter. 

Professional consciousness heretofore has been built 
around reasons such as the following: 

1. Preservation of occupations in the field for those 
who are engaged in it or qualified to fulfill them, to the 
best advantage of society and the profession. 

2. The setting of standards for the proper conduct 
of the individuals who hold these occupations. 

3. The building of a higher ethical standard for the 
whole group, making each member of the group re- 
sponsible for others in it. This involves the setting 
of standards which one will tolerate on the part of 
associates. 

4. Defining the social responsibility of the group. 

5. Organizing to promote special ends, such as ob- 
taining legislative action, or preventing legislative action, 
which will be either beneficial or harmful to the group. 

6. A sixth possible reason may be the banding to- 
gether for the preservation of professional fees or ser- 
vices, which will be higher than if subjected to free 
competition. 

The field of management embraces many divisions 
and they include production management, public utility 
management, town and city management, retail store 
management, institution management, personnel man- 
agement, sales management, traffic management, fi- 
nance management, home management, office manage- 
ment, and, in addition, many minor _ sub-divisions. 
Many of these groups have organized professional 
societies for one purpose or another and they have 
attempted to build professional consciousness in their 
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own groups. While these are not opposed to each other, 
they have tended to segregate them and cause a good 
deal of overlapping in the results accomplished. For 
example, there exist in the management field today a 
number of professional societies. To mention only a 
few, there are: Management Division of The Amer- 
ican Society of Mechanical Engineers, American Man- 
agement Association, National Association of Cost 
Accountants, Personnel Research Federation, American 
Marketing Society, National Association of Purchasing 
Agents, National Office Management Association. 

Because these different groups exist and because 
they are apt to feel that their interests are not identified 
with other groups, and because they may think that they 
alone have problems in administration and management, 
it is highly desirable that some agency or society bring 
together all of these groups as members of a general 
management society—one which is designed to promote 
the advancement of all phases of management. 
Broadly speaking, all managers have common interests 
and mutual problems. They are vitally concerned with 
national welfare, the betterment of management prac- 
tices, labor relations, and public relations; moreover, 
they should all be eager for an advancement of manage- 
ment knowledge and skills. There is a distinct need 
for a co-ordinating agency. 

The Society for the Advancement of Management, 
therefore, is in a peculiarly advantageous position in 
that it can offer to all people, who designate themselves 
as members of the management movement, a profes- 
sional society through which they may not only identify 
their interests with other management groups, but in 
which they may develop their own special interests 
through a division of the society. And in addition, S. 
A. M., through being a successor to the Taylor Society 
and The Society of Industrial Engineers, can serve as 
“the” professional society for management engineers. 
The industrial engineer is a better engineer and a better 
manager through having his sphere of knowledge wid- 
ened than he would be if he were to confine himself to 
problems of production management alone. 

If there is to be a professional consciousness for 
managers as a group, regardless of their specialty, there 
is no better medium through which to do it than in 
promoting and perpetuating the organization, develop- 
ment and growth of The Society for the Advancement 
of Management. 
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Comment 
(Continued from page 117) 


between management in government and in industry, 
Morris L. Cooke stands preeminent. He has been a 
valiant fighter for the cause of sound organization and 
sound industrial relations in public administration 
based on intimate knowledge of theory and practice in 
private organizations. And so sensitive has his think- 
ing been in relation to developing management experi- 
ence that his stress upon practical applications of the 
democratic idea to administration have special point 
and relevance today. 
* * * * * 


The concluding contribution of our President, Mr. 
Gesell, stresses again a point of view which has been 
perennial in the thinking and policies of our Society; 
namely, the importance of the development of a pro- 
fessional consciousness and of professional standards. 
We cannot too often be reminded that a unique func- 
tion of this Society is to strengthen in every way 
possible the development of a professional sense among 
management experts. 

x * * Ok OX 


It will thus be seen that the several contributions in 
this issue derive importance from problems in the 
forefront of managerial and economic thinking today. 
Someone has said that many people prefer a problem 
which they cannot explain to an explanation with which 
they do not agree. In this issue the explanation of 
problems and the exploration of new areas of difficulty 
indicate some areas of this Society’s responsibility. 





BOOK REVIEWS 


Human Nature at Work. By Jean L. Shepard, Har- 
per and Brothers Publishers, New York and 
London, 1938, pages xi, 219. ($2.50) 


This is a good book from which to obtain an idea of the 
psychiatric approach to personnel problems. It is very read- 
able and cleverly woven around case records drawn chiefly 
from the author’s long experience in large department stores. 


The introduction sketches the rise and fall of John Gordon, 
a good rank and file employe who, after ten years’ employment, 
was discharged. A subsequent review of his case then shows, 
at least by hindsight, wherein psychiatric insight on the part 
of the personnel department might have saved him. This 
provides a realistic setting for the subsequent chapters which 
deal from a psychiatric angle with interviewing in relation to 
hiring, placing, criticizing and improvng employes, with their 
needs for recognition and security, and with the needs of busi- 
ness organizations for executives with better understanding of 
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psychiatric principles, objective point of view, and last but not 
least, personal emotional maturity. 

Whether one agrees or not with the author’s tenets, the 
book is wholesome reading for any executive in that it promptly 
provokes thought as to one’s own bungling, or artistry, if any 
can honestly claim it, in his own dealings with employes. 

The prime questions, of course, are the soundness of psy- 
chiatric principles and the extent to which executives should 
seek to apply them. Lengthy discussion of such controversial 
questions is out of place here, but we may at least suggest 
certain considerations for executives. The tenets of psychiatry 
are extremely plausible, especially the emphasis on digging for 
causes and dealing with them rather than the mere symptoms 
manifested in behavior. But this digging and dealing has its 
dangers. One, is that of fabricating, or giving undue weight 
to, causes deriving from doubtful hypotheses concerning the 
dire consequences of childhood experiences, hidden cravings, 
complexes, etc. We all have difficulties, but most of them are 
not so deep seated as to be beyond our own powers of self- 
analysis and self-direction if these are given half a chance 
and not undermined with mistrust. 


In its efforts to explain why we behave as we do and 
thereby to give us insight, there is danger that psychiatry, par- 
ticularly at amateur levels, may provide more excuses and 
provoke more worries than remedies. Executives may blunder 
badly at times with abnormal people, but in the long run there 
is still a ring of truth in Emerson’s statement that every heart 
vibrates to the iron string of self-reliance and it is still reason- 
able to assume that most employes are normal and able to stand 
on their own feet—-perhaps even to win their own recognition 
and security—without too much psychiatric or governmental 
boosting. By Paut S. Acuities, Managing Director, The 
Psychological Corporation, New York. 


Salaries, Wages and Labor Relations. By J. O. Hop- 
wood, The Ronald Press Company, New York, 
1937, pages ix, 124. ($2.50) 


In this manual Mr. Hopwood develops a program for ad- 
ministering wages and salaries built upon the contemporary 
and generally accepted theory of the desirability of a balanced 
payroll in which individuals on specific jobs are paid a wage 
proportionate to their contribution to the enterprise. In other 
words, he recognizes the obsolescence of the old theory of 
letting “going” rates or community rates dictate the wages to 
be paid specific jobs within an enterprise and substitutes a plan 
for the orderly determination of the relative value of these 
jobs internally. 

The first step in developing such a plan is carefully to 
analyze all existing jobs and write accurate job descriptions 
of the requirements and functions of the job as discovered. 
This, however, Mr. Hopwood points out does not constitute 
job classification, but merely job analysis. Job classification 
in his opinion should be obtained by drawing an organization 
chart of all jobs, and then determining the relative “level or 
scope” of each job in relation to the organization as a whole, 
without regard to “kind of activity or class of function.” In 
other words, for the actual determination of the internal rela- 
tionship of jobs, Mr. Hopwood employs the over-all ranking 
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principle, using however certain general as well as specific 
factors to guide his judgment. 

With the job specifications written and the ranking of jobs 
completed, it is necessary to determine ‘compensation stand- 
ards” so that jobs of similar level may be paid similar ranges 
of rates. Mr. Hopwood stresses the value of using rate ranges 
rather than absolute rates for jobs, in order that varying indi- 
vidual proficiencies may be recognized. 

In conclusion, the manual deals with administrative records 
and forms which may be used in budgeting wages and salaries 
and in conducting periodic reviews of individuals’ earnings. 

This manual includes examples of very comprehensive and 
well-written job specifications and interesting payroll budget 
control charts. 

The inclusion of the words Labor Relations in this title is a 
bit misleading, for Mr. Hopwood’s book is really a manual of 
wage and salary administration, and only bears on labor rela- 
tions as wages enter into that much broader problem. 

With reference to the text itself, it may be that Mr. Hop- 
wood has not expressed his ideas as clearly as this subject 
would warrant, and in places there is a rather noticeable lack 
of continuity of thought. However, many of the ideas ex- 
pressed are entirely sound and should receive quite a general 
acceptance; for example, the desirability of an analytical treat- 
ment of wage rates; his disregard of labor scarcity in deter- 
mining basic classifications, and his contention that similar 
jobs in different departments should be paid similar wages. 


There are some ideas, however, which do not appear to be 
fundamentally sound. Mr. Hopwood will not recognize unde- 
sirable working conditions as a factor meriting extra com- 
pensation, yet of two jobs requiring identical skills, a rate 
premium must obviously be paid the one if it involves un- 
desirable conditions in order to induce labor to accept it. 
Further, Mr. Hopwood, by implication if not by direct state- 
ment, conveys the impression that the classifications and rate 
ranges arrived at by job evaluation are absolute in their 
relation to other jobs. While this probably is true of the basic 
classification, the actual classification and the wages paid must 
at times vary for certain jobs, due to scarcity or other ex- 
traneous conditions. At best, job evaluation is merely a 
yardstick to indicate the relative position value of jobs, but 
these position values should not be considered in all cases as 
inviolable. By A. W. Bass, Jr., Industrial Engineer, South 
Philadelphia Works, Westinghouse Electric and Manufacturing 
Company. 


Profit-Sharing For Wage Earners. By C. Canby 
Balderston, Industrial Relations Counselors, Inc., 
New York, 1937, pages viii, 156. ($2.00) 


This book is a well-condensed but quite complete report on 
American and British experience with profit-sharing plans for 
wage earners. The author first outlines the questions to be 
investigated, the scope of the study and method of attack. He 
then traces the development of profit-sharing: its objectives, 
the attitude of workers, organized labor and employers and 
the financial factors involved. By tables and charts the 
British and American experience with profit-sharing is out- 
lined. By comments and opinions interspersed with the pres- 
entation of factual information and in the final chapter, 


THE SociETY FOR THE ADVANCEMENT OF MANAGEMENT JOURNAL 


147 


“Summary and Proposal of Policy,” the author sets forth his 
conclusions based on both the factual information presented 
and on opinions gathered from various sources. 


Some of the conclusions may well be questioned because 
they are apparently based on opinions rather than on actual 
experience. For example, it is contended that a profit-sharing 
plan for wage earners will undoubtedly contribute to morale 
building but cannot be considered as a financial incentive be- 
cause so many factors other than worker effectiveness con- 
tribute to profits and losses. Also there seems to be no 
experience reported to justify the contention that profit-sharing 
for wage earners should be in the form of payments into 
economic security plans for the worker rather than in current 
cash payments. Such remarks by workers as, “there goes some 
profit-sharing money,’ when by accident or otherwise time or 
material is wasted or tools or equipment are damaged, would 
seem to indicate that such plans do have a value as an in- 
centive to better application. Putting all profit-sharing pay- 
ments into economic and social security plans and making no 
current cash payments would still further remove the possi- 
bility of such payments having a value as an incentive to 
better application. Possibly a combination, as the author 
suggests, of part payment to benefit reserves and part payment 
currently in cash, would better serve the purpose. In any case 
regardless of predetermined opinion, any management con- 
sidering the adoption of a profit-sharing plan for wage earners 
should give attention to the relationship of such payments to 
the cost of existing benefit and security plans. The probability 
of continued profits and many other factors pointed out by the 
author must also be given consideration. 


Although conditions peculiar to each company must de- 
termine the character and provisions of any plan adopted, any 
company considering the adoption of a profit-sharing plan for 
wage earners or the revision of an existing plan can profit 
by a careful study of both the factual information and 
opinons presented in this book. By A. B. Gates, Director of 
Training, Eastman Kodak Company, Rochester. 


The Commonwealth of Industry, The Separation of In- 
dustry and the State. By Benjamin A. Javits, 
Harper & Brothers, New York, 1936, pages xiv, 
229. ($3.00) 


One cannot read this book of Mr. Javits’ without admiring 
the courage with which he has attacked a problem before which 
most of us falter. We face the paradox of the bountiful pro- 
vision of nature and our highly developed techniques on the one 
hand, as against our failures to produce and distribute evenly, 
equitably, or bountifully on the other; and the best proposals 
we have been able to make hitherto have seemed half-hearted 
and uninspiring—that is to say, the proposals made by those 
who have tried to keep alive their sense of reality, instead of 
indulging in mere wishful thinking. 

Mr. Javits cannot be accused of lack of contact or lack of 
experience in industry. His legal practice has been wide and 
his observation keen. We must pay more regard to his pro- 
posals than we would to those of the ordinary imaginative 
dreamer. 

Briefly, the author of this book plans to set up a self- 








148 


governing administration for industry which would remove 
from the federal government nearly all of its jurisdiction over 
business operations and put them in the hands of a National 
Economic Council. He would provide a simplified structure 
for government composed of legislative and executive branches, 
a more effective administration for the courts, and this new 
device of the National Economic Council. To the courts is 
assigned the duty of balancing industrial economy and politics. 
In this set-up, “Labor will require organization along logical 
industrial lines, aiming to serve the interests of industry, as a 
whole and labor within industry, instead of the limited local 
interests of units of labor in industry. The real use of a labor 
union with labor union leaders in an Industrial Commonwealth 
will be to furnish spokesmen who can work intelligently and 
co-operatively with management in planning programs and poli- 
cies for the whole of industry and for its specific branches.” 
The National Economic Council itself is a self-governing 
body on a representative basis, formed for the maintenance of 
balanced production and consumption, fair prices, fair compe- 
tition, and fair wages within the whole economic structure in 
all of its divisions and subdivisions, of which the principal ones 
are agriculture and raw materials; durable goods; consumers’ 
goods; distribution; services and professions; and _ utilities, 
communication, and transportation. Banking (investment, in- 
surance, etc.), is a branch of services and professions, but with 
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its own direct responsibility to the National Economic Couneil, 
It is impossible to go into the details of this plan in a short 
space because it is so far-reaching and so completely worked 
out. 

In viewing it, there are two principal questions which intrude 
themselves. Of these, the first is—Can it be made to work? Our 
present institutions are believed by many to be so large and s0 
complicated that they have got beyond the power of proper 
human control. The responsibilities and complications of this 
new proposal appear to be even greater from the standpoint of 
effective management; but there are not merely intellectual 
shortcomings to be considered. There are moral shortcomings 
as well. Will the successful operation of this plan require a 
new spirit in the business world? Must we have first the 
equivalent of a religious revival? 

The second question to be raised, and a very practical one, 
is this—Can the plan be set in operation gradually or must it be 
organized as a full-fledged institution to work at all? Either 
alternative presents difficult problems. 

Perhaps this at least may be said for it—that it sets up ideals 
of operation for existing trade associations to which they might 
well be directing their development. 

The reviewer’s advice is to buy and read. By Ratpu E. 
FLANDERS, President, Jones & Lamson Machine Co., Spring- 
field, Vermont. 





A Letter on Measured Day Work 
(Continued from page 143) 


Each of these characteristics has a definite value to an em- 
ployer. Recognizing this value, Measured Day Work provides 
a means for rewarding workers in whom they are present. 

The resulting hourly incentive, determined from these four 
factors, plus the base rate for the job, gives the hourly rate. 
This is multiplied by the hours worked to determine the weekly 
wage. This hardly sounds complex to this writer. Yet Pro- 
fessor Lytle states that Measured Day Work “is made as com- 
plex as the worst of the other incentive plans.” 

He comments further that the measured day rate depends on 
“the bureaucratic grading of some staff assistant.” Yet two 
of the four factors, upon which most of the incentive is gen- 
erally earned, are productivity and quality of work. These 
factors are computed from cold, unemotional production and 
inspection reports. 

Records will also provide the data on such items as attendance, 
lateness, seniority and length of training in connection with 
the dependability factor, and on experience in various occupa- 
tions and adaptability to change, for example, in the versatility 
factor. 

Further on, the author launches a criticism against personnel 
departments, stating that the “base rate is shifted from an 
engineer’s job standardization to a personnel man’s job analysis,” 
and that “the personnel department cannot consider the tech- 
nicalities of equipment, tools, methods, motions, etc., and for 
that reason, its ‘analysis’ is inferior to engineering job stand- 
ardization as a foundation for incentives.” 

As a matter of fact, Measured Day Work does not have to 
be administered by any special group, so long as the stand- 


ards are sound. Whether this work comes under the jurisdic- 
tion of the personnel or the engineering department is a matter 
of company policy, which the proponents of Measured Day 
Work do not intend changing. 

Lack of space makes it impossible here to discuss Job Evalua- 
tion. Fortunately, this subject has been sufficiently and ade- 
quately treated in other places, which refute the statements of 
Professor Lytle. 

Measured Day Work is not a universal plan. It does, how- 
ever, include all of the real values of the other plans, while 
simultaneously offering definite measurements of important 
factors that most other plans omit. It is not perfect. As time 
goes on, it will undoubtedly be improved upon. For that way 
lies progress. If, as Professor Lytle seems to suggest, there 
has been no change or improvement in the last fourteen years, 
then indeed progress has stopped. 

In view of what has been stated here, it is not difficult to 
find in Measured Day Work the very virtues which the author 
praises in his own conclusion, namely: 

An automatic alignment of effort. 

A minimum of supervision. 

Most of the supervision strictly impersonal. 

Professor Lytle is certainly well within his rights if he 
chooses to believe “that ‘measured’ day work does not follow 
the right principles.” But it is also expected that such belief 
be based upon an accurate conception of Measured Day Work. 


Very truly yours, 


(Signed) Rupotpw F. WasvaryY. 
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